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PREFACE 


An effort has t)e<‘n made In the present volume 
to bring together in a form available for students 
of economics as, well as for general readers, a sys- 
tematic treatment of the jKjiitics of internatbnal 
commerce. Such an effort is Iwset with many 
difficulties. In the first place no method of treat- 
ment is entirely free from all objections. Again 
while there is an abundance of literature on some 
of the topics considered in the following pages, the 
literature is very meagre as regards otliiir topics. 
As to general works no English books cover the 
entire field of international commercial politics al- 
though bmc German writcrs—notably Roschcr, 
Cohn, Lexis, van der Borght and Grunzel— have 
treated the subject in a scholarly way. The author 
wishes to make special acknowledgments to the 
last named author for frequent use which he has 
made of his excellent work, System der Handels- 
politik. For services rendered he wi.shc8 also to 
express his appreciation to the officers and attend- 
ants of the libraries of Congress, University of 
Illkioi*, University of Wisconsin and Wisconsin 
Historical Society and to his colleagues, professors 
N. A. Weston, M. H. Robinson and J. W. Gamer. 
Professors Weston and Robinson read the manu- 
script and their criticisms were invaluable. Pro- 
fessor Gamer furnished valuable assistance in the 
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prq)aration of the last two chapters on navigation 
policies, Ttic author feels a sj)ecial debt of grati- 
tude to his former teacher, the editor of Macmillan 
“Citizen’s l.ihrary/* l)oth for earlier services in the 
class rfX)m at the Johns Hopkins University and 
for reading, re-reading and revising the manuscript 
of the present work. 

G. M, F. 

CHAHfAlCN. llXIKOIS, 

October 6, 190;. 
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CHAPTER L 


INTRODUaiON 

I. General Sutement.-~There run through the 
writings of early authors on economic subjects two 
prominent ideas regarding commerce, one relating 
to its value and the other to its content. As re- 
gards the former Montesquieu, the immortal writer 
of the “Spirit of I^ws,” has tersely said: “the 
effect of commerce is riches ; the cohsequence of 
riches, luxury, and that of luxury, the peT^ection 
of arts.” The emphasis laid on not only the ma- 
terial but also the cultural value of commerce by 
early writers— a characteristic almost lacking in 
economic literature of the present day— is not diffi- 
cult to understand. Trade among early civilized 
peoples, especially among the Greeks and, to i 
greater extent, the Romans was largely in the 
hands of foreigners and was essentially piratical 
in character. These conditions stamped trade as 
an unworthy occupation and perpetuated traditions 
and prejudices which have taken centuries to eradi- 
ate, The civilized world has, however, been 
gradually converted and but few writers of the 
present time think it worth while to demonstrate 
that the material advantages of trade are mutoa! 
and that conmierdal intercourse is civiHring in its 
dffecti. 
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As regards the second characteristic, the content 
of commerce, it may be stated that the ancients did 
not discriminate Ix^tween commerce in its restrief^ 
and in its general sense; that is, they did not dif- 
ferentiate commerce from navigation, transportation 
and communication, money and banking, and eveti, 
in some instances, from general industry or from 
|)olitical economy. They used the term in much 
the same sense in which in modern phraseology' we 
sfK*ak of commercial education and schools of com- 
merce, meaning thereby much more than mere 
studies of trade or even of general economics. 
The complex character of modern industrial life has 
led to a high degree of specialization not only in art 
but also in science. Such subjects as transporta- 
tion and communication, or money and banking, 
have become so important and also so complex that, 
although of course recognized as perhaps the most 
important instruments of commerce, they are treated 
as special subjects in themselves rather than as 
synonymous with commerce. It should also be 
noted in this connection that there is a legal con- 
ception of commerce which may be. and in fact 
usually is, different from the economic use of the 
term. While economically considered the meaning 
of commerce tends to become more and more re- 
stricted, legally considered the opposite tendency is 
observable at least so far as the federal government 
of the United States is concerned, since the inter- 
pretation given by the Supreme Court to the mean- 
ing of commerce as used in the Constitution is 
mudi more extensive now than formerly. This 
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disctiision naturally brings us to a consideration of 
the meaning of commerce and its relation to eco- 
nomics and industry. In the treatment of the sub- 
ject in the present text the ternt comtncrcc is used 
in its restricted rather than in its broad meaning. 

a. Meaning of Commerce^Political economy, 
or economics, deals with tho.se activities of man 
which are directed toward getting a living. It 
has often been defined as the science of wealth. 
Wealth in the economic sense consists of those 
goods and services which are useful to man, which 
possess utilities. These may be classified into ele- 
mentary or material, form, time, place and quantity 
utilities. Both industry and commerce arc impor- 
tant parts of the economic life of socieff. The 
former is primarily concerned with the creation of 
form utilities and the latter with those of time, 
place and quantity. The agent in industry is the 
manufacturer; in commerce, the merchant. The 
separation between the two is never complete cither 
in theory or in practice. Theoretically, many mod- 
em economists treat commerce as merely a part of 
economic production on the ground that the latter 
is incomplete until goods which have been manu- 
factured or produced arc put into the hands of 
final consumers. In practice there are many occu- 
P^tbiis in which the manufacturer and distributor 
or merchant arc united. A simple illustration is 
that ol the baker who not only makes the bread, but 
often offers it for sale to final consumers. While 
the devdopment of the division of labor has tended 
tnwafd a differentiation of induftry and commerce, 
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the latest phase of industrial consolidation has led 
in many instances to a closer union. Giant con- 
cerns like the United States Steel Corporation ami 
the Standard Oil Company arc both industrial and 
commercial institutions. They are engaged not 
only in the creation of form, but also of place, time 
and quantity utilities. 

Commerce is defined in the dictionary as “the 
exchange or buying and selling of commodities, 
especially the exchange of merchandise on a large 
scale." It is characterized as trade in its most 
extended form. The terms “commerce" and 
“trade" mean very much the same thing, although 
the fonner often refers to commercial dealings 
between nations, while the latter is more often ap- 
plied to internal mercantile intercourse. Thus we 
speak, on the one hand, of the foreign commerce or 
commercial relations of the United States and, on 
the other hand, of the wholesale or retail trade of 
individual merchants. 

When goods have been manufactured they must 
be distributed to those places where cotisumers are 
to be found, held until they are wanted and fur- 
nished in desired quantities. That branch of eco- 
nomics which thus ser\'es as a bridge between 
initial producers and final consumers by creating 
the necessary place, time and quantity utilities, is 
commerce. 

3. Materials of Commerce.— The materials of 
commerce arc variously designated as goods, com- 
modities, merchandise, wares or products. While 
these terms are often used indisaiminatdy, dieir sig- 
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ntfictncc is not always the same. Owing to the dif* 
fercnce in usage in tliffcrent countries or even in 
iSifferent i>art!« of the same country, fixed definitions 
are difficult to frame. The term goads usually means 
Iransferaldc articles of |>ortable or ()er!ional prop- 
erty such as arc intended for sale or might realize 
a money value if sold. Thus we speak of dry- 
goods, fancy gi^xls, high-priced goods, the goods 
of the merchant and the like. A commodity is any- 
thing movable that is a subject of trade or of ac- 
quisition. Goods and commodities arc nearly syn- 
onymous. Tlic former term is somewhat more 
comprehensive than the latter which usually, but 
not always, refers to articles of necessity. Afer- 
chandisc i.s the generic term for all portablimrticlcs 
of trade considered as .such in the aggregate. The 
American trade statistics, for instance, refer to the 
exportation of articles of domestic merchandise, 
meaning thereby the sum total of all articles of 
domestic pnxluction exported to other countries. 
The term ware or wares designates the sum of arti- 
cles of a particular kind or class. It is often used 
in composition as in hardware, glassware or tin- 
ware. Webster defines a f^roduct as anything that 
is produced, whether as the result of generation, 
growth, labor or thought, or by the operation of 
involuntary causes. We speak of the products of 
the season or of the farm, the products of manu- 
factures, the products of the brain, etc. 

4. Qaaaifictticm of Comzntrce^Trade is either 
wkaksale or ntaS. The latter may be defined as 
sales to the &ial consumer and the former at mer- 
7 
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cantile transactions among: all classes except the 
final consumer. Usually, but not always, wholesale 
trade is in larger values than retail trade. Com* 
merce is also divided into domestic trade, carried on 
entirely within the boundaries of a particular coun- 
try, and foreif^n or internationoi trade between in- 
dividuals of different nations. The present work 
has to do primarily with foreign commerce which 
is divided into various classes. Import trade com- 
prises dealings in those goods brought into a coun- 
try from foreign localities; export trade refers to 
shipments sent out of a country; and transit trade 
is traffic passing through third countries en route 
from one country to another. Trade passing be- 
tween two countries via third countries is charac- 
terized as indirect trade in contradistinction to 
direct trade, or trade passing directly between two 
countries. Foreign commerce is also classified as 
land trade and sea trade. WTtere a country em- 
ploys home capital and labor in carrying on its for- 
eign trade its commerce is called active, while on 
the other hand, if its foreign trade is carried on by 
foreign merchants its trade is characterized as 
passwe. The foreign commerce of all countries, 
taken in its entirety, is called world commerce. 

5. PoUticB of Commerctj^Political science is 
the science of government; politics is the art of 
governing. The former deals with principles, 
white the latter has to do with practice, and finds 
formal expression in law. While good government 
is a necessity for commercial development and 
nearly all governmental regulations, such as those 
8 
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relating: to education, private property, revenue or 
communicalion. influence commerce more or less, 
only thasc aWeeting it directly and consciously 
belong to the sphere of commercial politics, CoiH- 
merml politics, therefore, comprises the laws, in- 
stitutions anti executive methods by means of which 
the M)vereign will controls commerce. While the 
activities of the government are generally directed 
toward increasing commerce, this is not always the 
case. In fact, many laws such as protective tariff 
regulations often aim to discourage commerce; 
others, especially those of a ;K>licc, moral or sani- 
tary character, as. fur example, laws relating to the 
sale of fire anus, intoxicating liquors or adulterated 
foods are often prohibitory. The aim of f|l laws 
rcgtilating commerce should be to benefit society at 
large. There is no other justification for law, 
whether it be to regulate commerce or any other 
activity. 

6. Political Control of Commeree.^In the Mid- 
dle Ages the political control of commerce was vested 
theoretically in tlic central government represented 
by the king. Owing, however, to the lack of effec- 
tive centralization the power to regulate commerce 
came more and more under the control of local quasi- 
public corporations or guilds. This control became 
nearly absolute and extended over both domestic 
and foreign commerce. In strongly centralized 
goveminents, such as those of modem England, 
France or Italy, the control of commerce is largely 
concentrated in die hands of the central govern* 
ment ; but in federal states, like the United States 
9 
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or the German Empire, where there is a division of 
power between central and local authority, foreign 
commerce is largely under the control of the former 
while domestic commerce comes more naturally 
under the purview of the latter. The situation in 
the United States in this particular is interesting. 
Although the American colonies were constantly 
interfered with by the mother countr>% the political 
troubles of England at home and on the Continent, 
coupled with the dangers of navigating the broad 
Atlantic which lay between her and her colonists, 
resulted in the latter having, in a large measure, 
their own way in matters of government. Their 
constant struggle, however, for both economic and 
political existence developed in the English resi- 
dents of the New World strong sentiments of self- 
government. When separation from the mother 
country came, the several states retained control 
over commerce, only the shadow of power being 
delegated to the so-called central government 
operating under the Articles of Confederation. It 
was the lack of effective central control over com- 
merce which was one of the most decisive factors 
in giving birth to the Constitution. By this in- 
strument Congress was given the power “to re- 
late commerce with foreign nations and among the 
several states and with the Indians.** In other 
wordSi the federal government of the United States 
has control over foreign and interstate commerce, 
while control over strictly domestic commerce is 
retained by the several states. 
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7. Qencnl Chiracter of Andent Commeree.— 

Early trading peoples wcrcorganiicd on a municipal 
hr local basis as is sufficiently suggested by the names 
of Tyre» Carthage, Athens, Rhodes and, in more re- 
cent time, Venice and many other cities of Western 
Europe, l-atcr city-leagues, such as Hansa, were 
organized on a ({uasi-natbnal basis for purposes of 
commercial protection and expansion. Finally na- 
tional life began with the dawn of modern history. 
Early civilization usually lacked the three essentials 
for the development of commerce on a large scale 
— means of transi^rtation and communication, 
security and freedom of labor and of exchange. 
The absence of transportation and communication 
facilities caused the materials of commertft to be 
confined largely to objects of great value and small 
bulk. As regards freedom of lal)or and exchange 
it may be said that the political institutions of the 
andent world were utterly neglectful of the liberty, 
industry and property of the masses. Insecurity 
caused commerce to be carried on by armed forces 
in the form of caravans on the land and the con- 
voy on the sea. Ancient commerce was largely 
trade of dvilized with less dvilized or barbarous 
peoples. The latter distrusted and feared the 
former, and warfare ending in annihilation, slavery 
or a state of colonial dependence was generally the 
fate of the less dvilized combatant This distrust 
of the foreigner was a characteristic of the andent 
world and was strengthened by the fact that much 
of Ibe trade in those times was, as already stated, 
carried on by mm-residents and partook more or 

II 
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less of the nature of plunder and piracy. Com- 
merce is early times was, Iwwcvcr, favored by one 
mollifying factor— the ancient right of hospitality^ 
which extended a protecting arm to the stranger, 
and was about the only form of fx*rsonal contact 
among foreigners. Its origin is uncertain, but 
probably is traceable to the Phoenicians. 

8. Development of Ancient Commerce. — The 
earliest civilizations in historic times were those 
centering about the great river valleys of the Nile, 
the Tigris, and Euphrates, and perhaps also about 
the river valleys of Southern and South Eastern 
Asia. The desert between Egy pt on the West and 
the civilized nations to tlie East was pierced by the 
Arabs who were the great land merchants of an- 
tiquity. They were organized in caravans and were 
under no other form of government than the regu- 
lations which the members of the caravan imposed 
upon themselves. The Phoenicians were the great- 
est commercial people of antiquity. Centrally lo- 
cated on the eastern coast of the Mediterranean 
between the raw producing countries to the West 
and the manufacturing producing countries to the 
East, they developed an enormous land and sea 
trade. The former was carried on to the eastward 
by means of caravans with regularly established 
resting and trading stations. Their sea trade ex- 
tended along the littorals of the Mediterranean, 
Black and Red Seas as well as along the coasts of 
the Atlantic and Indian oceans, and was carried on 
by convoys — armed ships of war accompanying 
merchant vessels which were likewise armed for 
la 
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protection. Trading posts were established along 
the coasts, some of which, such as Carthage, hecatne 
important cities. They were controlled for the most 
part by officers sent out by the home government. 
The entire commerce of Phoenicia was highly or- 
ganized by and centralized in the government of the 
fTioenician cities of Tyre and Sidon, and these 
cities became not only great commercial but also 
great industrial centres. 

Both the Greeks and the Romans had a strong 
antipathy against commerce. 'Pin* former largely 
overcame this prejudice, but the latter never did. 
Early Greek commerce was largely carried on by 
foreigners, e.spcciallv by the Phoenicians, but as 
the Grcck.s developed their trade by estaDlishing 
colonies along the shores of neighboring seas, they 
became more and more actively engaged in com- 
merce. The Greeks inherited the general com- 
mercial policy of the Phoenicians, but they hardly 
improved upon it because while Phoenician com- 
merce was highly centralized for many centuries in 
one or at most two cities, Greek commerce was 
politically dominated at different intervals by differ- 
ent Greek cities. While Roman colonial policy 
was one of ruthless expbitation, her general com- 
mercial policy was largely passive. She established 
conditioiis of peace and security upon the sea by 
suppressing piracy throughout the Mediterranean, 
and upon the land by means of her roads and her 
superb military system; but her commerce— ffic 
supplying of her large population with articles of 
13 
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necessity and luxury — was larg^ely in the hands of 
foreigners, especially the Greeks. 

9. Conunercial Policy of the Middle Aget.- 
No national commercial policy was evolved in an- 
tiquity or during the Middle Ages. In both periods 
the policy, as has been said, was essentially mu- 
nicipal in character. The Mediaeval city policy, 
nevertheless, showed some advancement over the 
policy of the earlier period, both in domestic affairs 
centering in the market regulations and in foreign 
affairs, relating cst>ecially to fairs, factories, consuls, 
and, during the latter part of the Middle Ages, to 
the organization of city leagues. Commercial cen- 
tres were much more numerous in the Middle Ages 
than in antiquity and develo|)ed not only along the 
coast as in the earlier period, but at numerous in- 
land points. The city leagues were quasi-national 
in character and may be regarded as forerunners of 
the modem state or nation. The general character 
of Mediaeval commercial politics is reflected in 
various governmental regulations more or less com- 
mon in Western Europe. These regulations re- 
lated to both foreign and domestic trade. An im- 
portant institution affecting primarily the former 
was the factory located in foreign countries. This 
was usually a single warehouse at flrst, but often 
developed to include whole quarters in a foreign 
city. In these factories home merchants dwelt, 
carried on trade and administered law through 
cheers, known as consuls, selected sometimes by 
themselves, but more often by the home goverii- 
ment The rights which ffiese merdiaiits enjoyed 
14 
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were usually t>ased upon concessions granted by 
the sovereign ito whose lerritory the factory was 
located. At H^>ine all matters relating to foreign 
trade were most minutely regulated, such as the 
time of departure of vessels, the order en route, the 
object of the trip, the return voyage, the armament, 
etc. Every effort was made to keep trade as much 
as possible in the hands of native citizens. For ex- 
ample, the Venetians forbade the Germans from 
trade with the East by way of Venice, 
and the citizens of Liibeck strove to keep the Baltic 
trade from the Dutch. 

In the more domestic commercial politics the 
spirit of exclusiveness also prevailed. Foreigners 
were mistrusted and partnerships with the* were 
forbidden. Foreign visitors were restricted in 
many ways in their commercial dealings with native 
citizens. Many occupations were closed to them; 
the length of their sojourn and the number of their 
visits were limited; they could not pass a town 
without exposing their wares for sale and paying 
the required market dues. The wants of the con- 
sumer took precedence over those of the producer 
or merchant. At the weekly markets consumers 
could supply their needs before the baker or mer- 
chant was allowed to make purchases. There was 
a community interest in the supplies of necessities 
and often their exportation was prohibited. The 
trade of neighboring peasants was restricted to the 
home city, and laws regulating price, weight, meat* 
ure and quality were common. This restrictive 
cmidcipal pohey was very much relaxed it the 
IS 
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great fairs which were held |>eriodical]y in various 
parts of Europe. 

10. Development of Mediaeval Commercc^^ 

After the Roman Empire of the West came to an 
end, nominally in 476 A. D., and all Western 
Europe was overrun by barbarian hordes, commerce 
was in a more or less chaotic state for the next five 
hundred years. Such trade as remained was cen- 
tered in the Mediterranean countries and was 
largely in the hands of the Greeks and, after the 
Mohammedan conquests, of the Arabs. During 
this period the growth of feudalism and the rise of 
towns both fostered decentralization, while the only 
centralizing force was in the Qiurch. The most 
important factor in causing a reawakening of com- 
merce was the Crusades. Toward the close of the 
tenth century the Turks overran Western Asia and 
captured Jerusalem. Fired by religious fanaticism, 
by the spirit of adventure and by the fear lest the 
remnants of trade between the East and the West 
would be destroyed, the peoples of Western Europe 
undertook a series of Crusades against the “In- 
fidels,” covering a period of about two hundred 
years and involving the transportation of miUbns 
of human beings toward the East The effects of 
the Crusades were far-reaching. Politically, th^r 
broke the backbone of feudalism by attracting to 
the Orient large numbers of the nobility, many of 
whom failed to come back or who returned bank- 
rupt. This great movement, therefOTC, increased 
the power of the Crown and of the burgher class io 
fibe cities. Contact with the more advanced By- 
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nntine and Arabic culture for two hundred years 
taught Western Europe many lessons in civilization. 

gave an cmirnlous impetus to commerce and in- 
dustr)* not only by the direct demands it made for 
means of transportation and for general equipment 
in the way of food, clothing and munitions of war, 
but also indirectly by increasing the wants of the 
people for Eastern commodities. To meet these 
new requirements old commercial centres grew 
into new life and many new cities sprang up in 
Western Euroj)e. Flanders became the great in- 
dustrial centre of Northwestern Europe, while the 
cities of Northern Italy, especially Venice, centrally 
situated along the new lines of trade between the 
East and West, t)ecame rich and powerful. *?t was 
during this period also that the great city leagues 
were formed, the most important of which was 
Elansa. This was originally a league formed 
between Hamburg and Liibeck in the early part of 
the thirteenth century for the purpose of protecting 
the trade between these two centres. It grew very 
rapidly and soon numbered nearly one hundred 
cities in Northern Europe. Its government was a 
confederacy with its capital at Lubeck. Organized 
at first as a purely protective commercial associa- 
tion, it soon assumed important political preroga- 
tives. It possessed a powerful fleet and an army 
and these, together with its factories at London, 
Bruges, Bergen, Novgorod and at other places, 
where special trading privileges were enjoyed, 
enabled it to protect effectively its own interests 
and to donthiate commercial and industrial activity 
a n 
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in the North of Europe as Venice did in the South. 
In spite of its monopolistic tendencies it did much 
for the civilization of Western Europe. The s^ 
curity which it gave to commerce and industry, not 
only among its own members but among foreigners 
with whom it traded, did much to increase the 
wealth, standard of living and art impulses of 
Europe and to accustom its inhabitants to the prin- 
ciples of orderly government, thereby paving the 
way for constitutional government. With the 
growth of effective national governments in the 
fifteenth and sixteenth centuries, the services of the 
city leagues became unnecessary and they did not 
long outlive their usefulness. 

BIBLIOGRAPHY 

Note, (i) For a general bibliography on the subject 
of international commercial politics; (2) for an explana- 
tion of the arrangement of the special bibliographies at 
the close of each chapter; (3) for an interpretation of all 
abbreviations in the special bibliographies, consult the 
General Bibliography at the end of the book. Books 
marked (*) are regarded as specially desirable and those 
marked (**) as indispensable. 

C *‘G)mmerce” in (a) Dictionaries and Encyclopaedias 
(*Am. and Eng. Encyc. Law, Bouvier's Law Diet., Con- 
rad's Handw. der Staatsw., Elster’s Worterb, der Volksw., 
•Encyc, Brit., Guyot et RafTalovich Diet, du Com., Harp- 
er's Diet., Larned’s Hist, for Ready Ref., Lalor’s Cyclop, 
and Palg. Diet.) (b) ♦Economics, texts on (Bullock, Ely, 
Fawcett, Fetter, Gide, Mill, Nys, Ricardo, Seager, Sclig- 
man, Smith, Walker, et al). (c) English Indus. His- 
tories (Ashley. Cheyney, Cunningham, Gibbins, Price, 
Rogers), (d) Writings of various authors (Aristotle, 
Cicero, Hume, Macchiavclli. ••Montesquieu, Bk. XX, 
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Plato). For additional writers on Commerce consult 
Cbssa's Introd. imd •Ingram’s Hist. Pol. Econ.). (e) 
Poole’s Index iHd other indexes to periodical literature. 

D. Adams Com. Gcc^., Adam’s Relation of State to 
Indus. Action, Beers, Gesch. dcs Wclth., Bucher’s Indus. 
Evol, van dcr Borght, Handel u. Handelsp., Ch. I.-II., 
Chisholm’s Com. Gcog., Clow’s Introd., Cohn’s Handels., 
Cunningham’s Western Civil., ♦Day’s Hist, of Com., Gan- 
nett, Garri.son and Houston’s Com. Gcog., Ehrenberg's 
Dcr Handel and Zcitalt. d. Fiigger, Farrer’s State, Gib- 
bin’s Hist, of Com., Griinzel’s Handelsp., pp. M2, Hobaon’i 
Inter. Trade, Prentice and Egan, Com. Clause, Pigon- 
ncau’s Hist, du Com,, Roschcr’s Handel, PI Ch. I., Scclcy'i 
Exp. of Eng., Speck’s Handsisg. der Alt., Stickney’i State 
Control, Trotter’s Gcog. of Com,, Webster’s Hist, of Com. 

SUGGESTIVE TOPICS AND QUESTIONS 

•9 

1. What is the meaning of “Commerce” as used in the 
American Constitution (Art “Commerce” in Am. and Eng. 
Encyc. Law; also Bouvier’s Law Diet., Prentice and Egan, 
Com. Cause.) Make careful abstract of one of the deci- 
sions of the Supreme Court on this point. 

2, Is the division of labor the c-usc of commerce? 
(Biichcr Indus. Evol., 303 et seq). 

3. Is there any way of estimating the service of com- 
merce in preparing a modem dinner? (Outlook Mar. 
13th, 1897: quoted in Clow's Introd., pp. I93’t94)- 

4. Define “ancient right of hospitality” (Gbhn’i Han- 
dels, p. a8; Bucher Indus. Evol., p. 62), 

5. Give examples of laws aimed to discourage trade 
in certain articles; exar.4>les of trade prohibitions. Can 
you pve examples of one state encouraging the sale of an 
article which another state prohibits the buying or selling 
of? 

6 . What power over commerce did the central govem- 
roent of the United States have prior to 1789? (Artidef 
of Confederation.) 

7. How does war affect commerce? Do conunerdal 
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nttions generally oppose war? (Seeley’s Exp. of Eng, 
Ch. VI., Scril). M., Mar. ’02). 

8. What is the {H>sition of the United States as a 
peace maker? (World's Work, May. 1902). 

9. Compare Anglo-Saxon and German attitude as re- 
gards State regulation (Adam’s Relation of State to Indus. 
Action). 

10 Give examples to show how commerce is influenced 
by climate, soil, navigable rivers, mountains, coast line, 
religion, government (Consult any text on Com. Geog. ; 
also Montesquieu Bk. xx). 

It. May the same trade be at one time domestic and 
at another time foreign? Examples. 

12. How docs the domestic trade of the United States 
compare in value with its foreign trade? (Adam’s Com. 
Geog., p. 163; Gide, p. 346, Scager, p. 3(18.) 

13. On an average ho.v many times will an article be 
exchanged on its way from he producer to the final con- 
sumer? (Walker’s Discussion, Vol. II., p. 8). On this 
basis what would be the ratio between the value of Amer- 
ican domestic and foreign commerce? 

14. Homer relates in the Odyssey that Ulysses be- 
came indignant, when skirting the coast of Phoenicia, at 
being taken for a merchant by the Phoenicians who 
WMshed to trade with him. What does this show as to the 
probable attitude of the Greeks and Phoenicians toward 
commerce? 

15. Is it strictly correct to speak of commerce between 
nations? What do we really mean by the phrase? 

16. What did the former Orman Chancellor von 
Caprivi mean when he said that Germany had reached an 
industrial position where she must either export men or 
goods? What does this show as to the relative value of 
German domestic and foreign trade? 
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CHAPTER II. 


DEVELOPMENT OF MODERN COMMERCIAL 
POLITICS: THE MERCANTILE SYSTEM 

IX. General Character of the Early Modem 
Period. — There are several marked characteristics 
which distinguish European civilization of the past 
four hundred years from that of the preceding 
thousand years. The power and wealth of the com- 
mercial and industrial classes had k*en increased, 
largely as a result of the Crusades. Weai^h had 
developed a leisure class and v ealth and leisore 
had furnished the proper bas s for the growth of 
the finer tastes. The literary phase of this general 
movement found expression in the so-called Ren- 
aissance or revival of the almost forgotten literary 
classics of the Graeco-Roman world. Dante, Pe- 
trarch, Colet, Erasmus and More figure prominently 
in this connection. Artistically the movement ex- 
pressed itself in the building of magnificent cathe- 
drals, in sculpture and in painting. A galaxy of 
great names, such as Michelangelo, Leonardo da 
Vinci, Raphael, Titian and Rembrandt belongs to 
this phase of the movement. The religious side of 
this development showed itself in the Protestant 
Reformation with Martin Luther as the central 
figure, while the political expression was reflected 
in the growth of nationality. As has been stated) 
ai 
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the Crusades hastened the downfall of feudalism 
by enlisting the services of the feudal barons many 
of whom lost their lives in the expeditions or re- 
turned with empty purses. Their power at first 
largely monoi)olized by the rich burghers of the 
cities was gradually taken over by the central gov- 
ernments. States like Spain, France and England 
became nations in the modern sense. Finally the 
commercial phase was characterized by three far- 
reaching events — the discovery of America by 
Columbus (1492), the finding of an all-water route 
to the Indies via the Cape of GfX)d Hope by Vasca 
da Gama (I4()8) and the circumnavigation of the 
globe by Magellan and his followers (1519-1522). 
These discoveries changed the great trade routes 
between the East and the West, which the Turks 
by their conquests culminating in the capture of 
Constantinople (1453) had greatly interfered with, 
and shifted the great commercial centres of Europe 
from the Mediterranean to the Atlantic shores. 
They brought into general use many new products 
such as tobacco, potatoes and Indian com, and in- 
creased enoraiously the supply of the precious 
metals. They also cheapened transportation by 
substituting ocean trade for commerce which was 
largely over-land or confined to inland seas. Finally 
they gave added importance to the industrial and 
commercial classes and led to two hundred years of 
warfare for commercial supremacy. The entire 
genera] movement was powerfully aided by three 
important inventions—those of gunpowder, the 
printing press and the mariner’s compass. 



THE MERCANTtl^E SYSTEM 

12 , General Characteristics o! Mercantilism/— 

The changes w^^ich characterize the beginnings of 
modern histotj' • brought about important modihea- 
tions in economic tliought and action. Mercantilism 
is the term used to designate this general movement. 
It represented an effort to theorize and legislate 
along national rather than local or municipal lines. 
Both theoretically and practically it was intensively 
protective and derived much inspiration from the 
city economic policy of the Middle Ages. While 
mercantilism i)ossessed no universal theorems or 
regulations, it did have several more or less general 
characteristics, one of the most prominent of which 
was its over-estimation of the importance of money. 
This is easy to understand. The precious metals 
had been drained off to the East during preceding 
centuries in payment for Eastern articles of trade, 
especially since the period of the Crusades. Thii 
was contemporaneous with an enormously growing 
demand for money payments for large standing 
armies, expensive courts and salaried officiala. 
The practical economic problem was how to meet 
these increasing expenses. Not to meet them 
meant a loss of sovereignty. Under such condi- 
tions and at a time when the principles of political 
economy were poorly understood it was natural for 
economic writers and statesmen to reason that the 
wealth of a country was largely in proportbn to the 
amount of the precious metals in its possession. 
Fortunate was the country possessing gold and 
silver mines, but as none of the more advanced 
countries of Western Europe were thus fovored 
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foreign trade must be resorted to in order to obtain 
the necessary supplies. This led to another im- 
portant characteristic of mercantilism — an over- 
estimation of the value of foreign as compared witli 
the value of domestic commerce. 

13. First and Second Phases of Mercantilism.— 
When nations succeeded in obtaining the precious 
metals the problem was how to keep them from 
leaving the country. This led to strenuous govern- 
mental activity. Cossa, the Italian economist, dis- 
tinguishes three phases of mercantilism, all of them 
being characterized by governmental efforts to 
maintain or increase the nation’s supply of gold 
and silver. The characteristics of the first and 
earliest phase of mercantilism were prohibition of 
specie exportation, debasement of coinage and de- 
termination by law of the course of exchange. 
Many nations resorted to such measures, especially 
Spain and Portugal, but their inutility was early 
demonstrated. The second phase of the Mercantile 
System, the so-called “Balance of Bargains,” found 
its fullest play in England. This scheme “was in 
effect a complex mass of provisions minutely regu- 
lating individual contracts between English and 
foreign traders with a view to making them a 
source of increase to the volume of coin circulating 
at home. Of course the usual prohibition of specie 
exports was a part of the scheme which further 
r^[ulated the proceedings of English merchants 
selling at ‘staple towns* such as Bruges, Antwerp 
and Calais in particular. They were bound hy 
law to bring back in cash from these places, whkh 
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is staple towns enjoyed a monopoly of the export 
trade in manu^nrcd gtxxls, a fixed proportion of 
the prices paid'them by aliens. Furthermore, there 
were the ‘statutes of employment’ which retjuired 
alien traders selling goods in England to invest the 
money in English produce. To guarantee the exact 
observance of these minute prescriptions, traders 
were subjected to a special supervision by officers 
of finance, called Customers, upon whom devolved 
the collection of tariff dues in staple towns. This 
collection involved intervention on the part of still 
another public officer, called the Royal Exchanger, 
who exchanged foreign coins intrustecl to the 
Customers for coin of the English realm.” 

14. Third Phase of Mercantilism (The BhUnce 
of Trade.) — The practical application of the prin- 
ciples held by the earlier Mercantilists proved a 
hindrance to trade. Modifications were advocated 
especially by English writers who asserted that it 
was not the individual but the aggregate or national 
balance which was the important thing, “Only 
one thing really enriches the state and that is such 
a shaping of complex commercial transactions as 
shall secure that the value of all imports shall be 
less than that of all exports.” In this case there 
would be a balance payable in money. Such a 
balance became known as a “favorable balance of 
trade,” while on the other hand, if the total value 
of a country’s imports exceeded the total value of 
its exports so that a nation must pay a money 
balance, such a condition was designated an “uti- 
favoraMe balance of trade.” The task of the law- 
as 
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making power was to create a “favorable balance 
of trade” and in the carrying out of this policy 
certain general tenets were more or less adhered to. 
In the first place it was held that foreign commerce 
was most profitable when exchange of domestic 
and foreign products was by means of native ships 
and sailors. The most noteworthy legislation in 
this respect was the English Navigation acts of 
the seventeenth century. Domestic manufactures 
were especially favored and their importation as 
well as the exportation of raw materials were often 
discouraged or even prohibited, while on the other 
hand their exportation and the importation of raw 
materials were facilitated. The principal reasons 
which led the Mercantilists to regard domestic 
manufactures with such favor were two- fold-ex- 
ports of manufactures represented proportionately 
greater values than the exports of raw materials, 
and therefore tended to create a favorable balance 
of trade; they also gave greater employment to 
labor and made a denser population possible— a 
condition deemed very desirable by the Mercan- 
tilists. Holding, as they did, the view that the 
advantages of trade were largely one-sided and 
accrued especially to those nations which could sell 
more than they bought, it was natural that the 
Mercantilists should strive to exercise political 
power over other countries in order to control more 
effectively the course of their trade. 

This struggle led to a colonial policy of exploita- 
tion— based upon the principle that the purpose of 
coloiues was to enrich the mother land, especially 
a6 
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as suppliers of raw materials anti ns purchasers of 
of manufactured products. While mercantilism as 
a foreign policy was especially cmphasixcd it was 
also a domestic {wlicy. In its latter capacity it had 
to do with the creation and maintenance of effective 
peace conditions which had been impossible under 
the feudal system, with the supplanting of city 
monopolies by state monopolies, with the abolition 
or diminution of inland tolls, taxes and other local 
restrictions and in general with all those regulations 
calculated to unify on a national rather than on a 
municipal basis all internal economic matters. 

15. Criticism of Mercantilism.— One of the best 
brief criticisms of mercantilism is given by Cossa. 
“Theoretically viewed,” he says, “mcrcantifflm, in 
its doctrines about the balance of trade and the 
functions of customs duties, is the first regular at- 
tempt at explaining the phenomena of the circula- 
tion of wealth, and being the first it was not the 
best, but necessarily had its imperfections. Pro- 
duction was not clearly understood in those days, 
because capital had never been defined and wai still 
confused with money, money being the most ob- 
vious and permanent shape which accumulated 
wealth assumed. Undoubtedly the mercantilists 
grossly exaggerated the importance of money, not 
considering that its function was purely instru- 
mental; not all of them grasped the rudimcntaiy 
fact that without selling there could be no buying; 
many of them were at pains to invent means which 
accomplished just what they never dreamed (rf. 
Money th^ considered to be merchandise, but a 
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merchandise sui generis, and here they were right 
They were also right in deploring the evils of 
poverty, but their remedy was ill considered, since 
it is possible to have too much even of such a good 
thing as money. Its excessive abundance raises 
prices and stops ex|X)rtalion. They could appre- 
ciate the value of money in mass, but not of money 
in movement. Tliey could not see that it was just 
as important to have it circulate freely and quickly 
as to have much of it. They considered that the 
balance of trade and the balance of debits and 
credits were convertible; and it therefore never 
dawned uiK)n them that a nation might go on for a 
long time imix)rting goods of greater value than 
those it exported without the least danger of ex- 
hausting its store of the precious metals in the 
process. Their impenetrability in this respect re- 
sulted from their not being aware that a large pro- 
portion of pajments is made, not in money but in 
merchandise, and from their ignoring the material 
circumstance that an excess in value of imports 
over exports is often covered by drafts upon for- 
eign ports for amounts there due to the importing 
country. Again, the Mercantilists were totally at 
sea with their chimerical notion that a balance 
favorable to a given country could be maintained 
continuously at every given moment. Furthermore, 
they never made room in their minds for the least 
comprehension of what a gross self-deception 
lurked in the so-called principle of reciprocity upon 
which commercial treaties were so constantly based. 
Their mental processes could not cope with the £ut 
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that a country which refuses admission to foreign 
goods, on the pica that the foreigner shuts out its 
own, occupies the ridiadous position of a man who 
declines something that he nec<ls because his neigh- 
bors arc treating themselves in the same sltabby 
manner. 

“The Mercantilists did not perceive that nations 
as well as individuals grow rich in one way, and 
one way only, — by producing more than they con- 
sume, — chiefly because external commerce and 
manufactures, being of course the chief source of 
wealth, engrossed their whole attention. Hence 
their doctrine that exports must exceed im- 
ports, which involved the absurd identification of 
the interests of the nation at large with those df one 
class only, the trading class. This mon.strous error 
bore its fatal fruit in rivalries and wars between 
England, France and Holland, each belaboring the 
other two with tariff assaults and reprisals, each 
bent on economic primacy.” 

A proper understanding of the development of 
commerce during the sixteenth, seventeenth and 
eighteenth centuries is impossible without an intel- 
ligent appreciation of the general principles of mer- 
cantilism. During this period these principles 
guided the economic policy of Western European 
countries and each in turn played an important 
role in the contest for commercial supremacy. 
First Portugal, then Spain, followed by the Nether- 
lands, France and England. 

afi. Portugil and Spain.— Portuguese were the 
first people in Modem Europe to make long voyages 
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and important discoveries, which were begun in 
the early part of the fifteenth century under Henry 
the Navigator. India was reached by Vasca da 
Gama in 1498, and in 1500 the Portuguese took 
possession of Brazil. Her power was overshad- 
owed by Spain which became a united kingdom in 
the latter t>art of the fifteenth century and under 
Charles V., by means of successful wars, brilliant 
discoveries and fortunate marriages, her empire 
comprised most of western continental Europe ex- 
cepting France and also embraced a large part of 
the New World and important colonies in the East. 
For a period of about half a century Spain enjoyed 
a great industrial awakening, but in spite of a 
strenuous application of the principles characteristic 
of the earlier stages of mercantilism large quantities 
of her precious metals left the country. The abun- 
dance of these metals had caused a depreciation in 
their value as reflected in the rise of prices and 
large quantities of manufactured goods were im- 
ported. The search for gold in the New World 
had developed the spirit of adventure and had 
crippled the industrial life of the people. The suc- 
cessful revolt of the Netherlands and unfortunate 
wars with England and France deprived her of 
many of her important possessions and left her 
loaded with debts. Spain ceased pla}ing a leading 
role in European commercial politics after the mid- 
dle of the seventeenth century. 

17. The Netherlands.— The inhabitants of the 
Netolands— the countries now known as Belgium 
and Hdland— bad been very industrious people 
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for centuries. Flanders ( Modem Belgium and the 
Northeastern fiaft of France) furnished the world 
with many manufactures, estwially woolen tex- 
tiles, and her workmen taught Western Europe 
many industrial arts, Bruges was for a long time 
the leading city, but later Antwerp became the great 
emporium for Northern EurojK*. War against 
Philip II., who attempted to wijK' out Protestantism 
in the Netherlands, was dLsastrous to Antwerp. 
Her most energetic burghers emigrated and settled 
largely in the northern provinces (Holland). After 
Spain had lo.st her naval supremacy to England by 
the destruction of the Spanish Armada (i588)» 
Holland attempted to develop her liaid India trade 
by sending out .several expeditions. Smalltff com- 
panies were united into the Dutch East India Com- 
pany in 1602 with a state charter granting it a 
complete monopoly of East Indian commerce. In 
a few years many of the best possc-ssions of the 
Portuguese and English in the East came under itf 
control. In 1621 the Dutch West India Company 
was chartered to carry on trade along the west 
coast of Africa and in the New World. Its most 
important settlement was at New Amsterdam (now 
New York). The success of this company was not 
marked. The independence of the Netherlands 
was recognized by the Peace of Westphalia in 1648. 
At that time she was the first commercial power of 
Europe with her trade centered at Amsterdam. 
The Dutch did not long maintain their supremacy. 
Much of their trade was diverted to English ships 
by the Eugdi^ navigation acts and by their naval 
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defeat at the hands of the English in 1672. The 
Dutch also suffered in warfare with other powers 
and from internal dissensions. 

x8. France. — The great discoveries were at first 
unfavorable to the growth of French commerce 
because, by changing the routes of trade, they cut 
off much of her overland traffic between Northern 
and Southern Europe. The great French fairs 
and the i)ort of Marseilles were most disadvan- 
tageously affected. The great wars during the 
sixteenth century also handicapped the growth of 
French commerce. During the one hundred years 
following the latter part of the sixteenth century, 
however, France made great industrial and com- 
mercial strides largely because of the energj' of her 
great statesmen — Sully, Richelieu, Mazarin, and 
especially Colbert. This is the classic period of 
mercantilism and the name of Colbert has been so 
prominently associated with this system that many 
have given it the name of Colbertism. Mercantil- 
ism as a domestic policy was especially prominent 
in the measures enacted by this great statesman. 
The immigration of skilled craftsmen and the 
formation of new industries were encouraged. The 
aim was industrial self-sufficiency and this was in 
a measure realized by the removal of inland tolls 
and the enactment of a national customs tariff. 
Taxation was lowered and equalized, canals and 
bridges built, the navy subsidized and the transit 
trade encouraged. Commercial companies were or- 
ganized after the plan of the English and Dutch 
companies and colonies were establisbed in all parts 
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of the worW. e^pedilly in North Amerka and in 
India, At the time of the death of Colbert (1683) 
France was the foremost commercial and political 
power in Europe. Then followetl several decadei 
of expensive wars, costly courts, unjust taxation 
and relijfious intolerance under Louis XIV. from 
which France never rccoverni In her struggle 
with the English for commercial supremacy during 
the eighteenth century she lost most of her colonies, 
including Canada, which was surrendered to Eng- 
land at the close of the Seven Years (French and 
Indian) war in 1763. 

zg. England.— F'ngland's industrial condition 
was primitive until alxmt the fifteenth century. 
She exportetl raw materials, especially wwril and 
minerals, and imported manufactures. Her com- 
merce and navigation were largely controlled by 
foreigners, especially Jewish, Dutch and Hanseatic 
merchants. Her industrial development began to 
be more active in the fifteenth century. She en- 
gaged energetically in foreign trade, made im- 
portant maritime discoveries and settlements in 
both hemispheres and organized important trading 
companies, the most famous being the East India 
Company ( 1600), after which Dutch, French and 
other trading companies were largely modelled 
England's iiKlustrial and commercial progress was 
diccked dttrmg the first half of the seventeenth cen- 
tury by the dvil and religious wars under the 
Stuarts, but durti^ the century following her cooi- 
rocrcial and industrial expansion was coatiotiout. 
Mcfcantfhiiii bdd full sway and found expression 
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in laws encouraging the growth of home manu- 
factures by means of customs duties or import pro- 
hibitions and in inducements offered skilled workmen 
to settle in England. The principal aim of Eng- 
land’s foreign commercial policy was to make her 
merchant marine the carrying power of the world. 
The most im|X)rtant legislation which aimed to 
realize this is found in the navigation acts passed 
in the middle of the seventeenth century already 
referred to. The international commercial rivalry 
culminating in the latter part of the eighteenth cen- 
tury resulted in England’s becoming the virtual 
dictator on the high seas and the possessor of im- 
portant colonies in all parts of the world. Her 
vast colonial empire, founded ut>on the mercantile 
idea that the purpose of colonies was to enrich the 
mother country with little regard to the interests 
of the colonies, was more or less sliattered when 
subjected to the changed economic conditions and 
political ideals at the close of the eighteenth century. 
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SUGGESTIVE TOPICS AND QUESTIONS 

1. How did the invention of gunpowder, the compUf 
and the printing prcn* mduence commercuil devcirjpmentf 

2. What other prtxtiict* bmidei Indian com, tri^cco and 
potitort came into new or more general umc after the great 
diaccrvertc*? 

3. Make an outline of the moat characteri»tic meroui- 
tile legiilatkm during the Sixteenth, Seventeenth and 
Eighteenth centarie* in any one of the following conn- 
tries 1 Ponogal, Spain, Netherland*, France, Germany* 
England (Consult general and ipecia! political and in- 
dnMriaJ histories). 

4. Can you recall the names of any early Ameriean ex* 
plorert who searched primarily for gold? Had thetr dt- 
iire lor gold uty connection with mercantilism? 

5 What was the Edict of Nantes and what were the 
econonik effects of its revocation in 1865? 

6t Why is relhpous mtolerance unfavorable to the de* 
vdopmeat 0! commerce and industry? Give examples. 

7. Can yon give any illustrations to show the preval- 
ence of kx»l rfstrktfoiis in western Europe during the 
period of mcfcantslifiii. (C^ult special histories; tee al- 
ao *Hhe Story of a Peasant** by Erkmaon-Oiatriafi, Pi t* 
Ql 2 and 5). 

6 Are there mf examples of such restridioai In igf|y 
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American history? (Indus. Hist of U S., Bogart; also 
Coman; Fiskc’s Crit. Period of Amcr. Hist) 

9. Arc you a mcranJIist? Woulo ou be a mercan- 
tilist were 70U living in Western Eu.e e two hundred 
years ago? 

10. What is socialism? Is there any .1 mection be- 
tween socialism and mercantilism? (See art Socialism” 
in Palg, Diet). 



CHAPTER III 


DEVELOPMENT OF MODERN COMMERQAL 
IDLITICS: FREE TRADE 

30 . Pollticil ind Economic Revolt Agiinit 
Mtrcintiliim.— FV(»m the chapter it ii 

dear that mcrcantilifini wa» the economic exprea- 
lion of an effort to offi^ct the decent raliring tend* 
encks charade riMic of the Middle Ages. The 
conditions whuli characteriml the lieginning* of 
the modem f)efi<Ki demanded streniiouH siatt^divity 
along natiorjal lines, but in proportion as effective 
political and ecomimic nationality was realized the 
need of governmental activity of the mercanliliitic 
variety lessened anti the accumulated network of 
antiquated regulations tended to retard commercial 
and industrial expansion. A p>olilical and economic 
reaction arose both in England and on the Conti* 
nent during the eighteenth century. The political 
reaction received its inspiration from English phil- 
osophers. especially John Locke, was popularized 
by French writers, especially Rousseau and Vol- 
taire, and received its classical expression in 
America and France--in the former country in the 
Deckritiofi of Independence wherein it is stated 
"^that an men are created equal; that they are en- 
dowed by ffieir aeator with certain ttiiilkiidile 
rigiiti; tN among these are life, Hberty and the 
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pursuit of happiness,” — ^in the latter country under 
the banner of the great Revolution of 1789— “lib- 
erty, equality, and fraternity.” The economic re- 
action which was centered in P'rance received the 
name of the F^ysiocratic System, while a similar 
movement, centered in England, became known as 
the P'rce Trade System. 

ai. The Physiocratic System. — The founder 
of this system was the French economist, Quesnay, 
while Turgot, the French statesman, was its most 
brilliant expositor. There were two distinct ideas 
of this school, lx)th being opposed to mercan- 
tilism. In the first place the Physiocrats believed 
in the superiority of agriculture over commerce and 
industry. They regarded agriculture as the only 
source of increments of wealth because it alone 
produced a “net product,” that is, an excess over 
the cost of production. Farmers and land owners 
alone were productive; all other classes were un- 
productive or “sterile.” In the second place the 
Physiocrats held to the belief in a natural order of 
society and thought it useless to devise laws and 
regulations. They proclaimed the doctrine that 
things should be let alone {Imses-faire, laisses- 
passer). The first of these principles was an ex- 
aggeration and did not long survive as an important 
economic doctrine. The second principle, however, 
became dominant in political economy for nearly a 
century. Although the Physiocrats had many 
gifted adherents they never obtained a popular bold 
even in France itself. 

99. The Free Trade System.— In England where 
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cott m icf c c tni) induftry were more hnportifit eco- 
nomic (actors flian on the Continent the reactiofi 
agiiiiit the rtslrktive system took a somewhat dif- 
ferent fomt. Tins movement, as already stated^ 
heoiinr known by the name of Free Trade, Its 
most important forerunner was David flume, hat 
its most prominent expositor was Adam Smith, 
His epoch-making tjook, “Wealth of Nations/* 
which appeared in 1776, is the (gospel on which 
modern fKjlitical economy is based. Smith's entire 
work is jwrvadcil by the spirit of individualism. 
The Mercantile System had, he claimed, favored 
the producer at the expense of the consumer. Both 
should be cared for. He ajjreed in the main with 
the Imsjes-fmrf principle of the fliysiocrats^Wt did 
not agrre with them that agriculture abne was pro- 
ductive. He empliasized the importance of com- 
merce and industry. Free trade was a necessary 
conditbn of economic development because It en- 
abled every bnd to produce those things which it 
could produce at least cost. He refuted the idea 
of the Mercantilists that trade is not mutually ad- 
vantageous to both parties. If nations or individ- 
oals exchange the things they can produce at least 
cost for other goods less easily produced, society 
as a whole gains thereby. Furthermore, every sane 
man knows his own interest and if left to himself 
win strive to maintain or better his economic con- 
ditbn. His prosperity is not only an mdividtiaiy 
but also a fo^ gain. 

Bitgitnd.— The priodpte of non-btcrlerence 
in trade and indiistry, taught in the *'Wcahli 
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Nations/’ was quite in keeping with the changed 
and changing economic conditions in England at 
the close of the eighteenth and the beginning of the 
nineteenth century. England lost the political con- 
trol over her most important colonies in the New 
World, although economic dependence was largely 
retained, A movement in the direction of laisses- 
faire showed itself in mollifying changes in her 
colonial policy, in the tariff reforms inaugurated by 
the younger Pitt and in her commercial treaty in 
1786 with France. This movement, however, was 
very much disturbed by the great political revolu- 
tion centered in France and the great industrial 
revolution focused in England. In the few de- 
cades following 1760 English industry was com- 
pletely revolutionized by a series of remarkable 
inventions, especially in the textile and iron manu- 
factures, as well as in the general application of 
steam to industry and to land and water transporta- 
tion. Some of the results of this revolution were 
the supplanting of home industry by the factory 
system, the removal of restrictions on domestic 
industry, such as those regulating wages and the 
price of commodities, and the establishment of com- 
petition as the ruling economic principle. England 
became the dominant industrial nation of the world. 
The French Revolution and the Napoleonic wars 
(1789-1814) favored her industrial supremacy by 
diverting the energies of the people on the Conti- 
nent from peaceful pursuits and by making com- 
merce and navigation more profitable than 
manufacturing industry to the great neutral nation 
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«-ttie Ufiitfcl States. It is easy, thcteforc, to un- 
derstand that the flowing manufacturtnf^ interests 
of Great Brit:»in looked with favor upon the policy 
of free trade since such a pidicy would tend to 
cheapen her manufactures and thereby strengthen 
her industrial supremacy, both at home and abroad, 
by pcmulting the free importation of raw materials 
used either tlirectly in manufactures or indirectly 
as food for the working classes. The first modi- 
fiation of the English tariff (generally spoken of 
as a change of the “Corn l-aws." l)ecausc the import 
duty on wheat formed the centre of controversy) 
ocairred during the twenties under the leadership 
of Huskisson. The Anti-Corn Ijiw I-eaguc was 
formed in 1838 by Richard (>>lxlcn, secr^ary of 
the chamlKT of a>mmercc at Manchester, and under 
the inspiration of its leader, carried on a strenuous 
agitation in England which led to a practical repeal 
of the Corn I^ws in 1846 under the premiership of 
Peel. The finishing touches were given by the 
repeal of the .Navigation Laws in 1849, the Coast- 
wise Navigation Law in 1854, the negotiation of 
the commercial treaty, known as the Cobden treaty, 
between England and France in i860, and later 
legislation during the firitt premiership of Glad- 
stone (1868-1874). Since then England has made 
practically no use of customs duties excepting those 
of a purely revenue character. 

24* The United Stateiw— Broadly speaking, the 
daminant principle in American commercial politics 
ap to the period of the Civil War, excepting the 
ptfiod from about 1815 to i8jo, was 
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Early protection so far as it did exist referred more 
to navigation than to industry. There were at first 
but few manufactures, while the most important 
interests were shipping in New England and agri- 
culture in the Middle and Southern states. As the 
only important neutral nation during the Napoleonic 
wars, the United States Wame the great carrier 
nation of the world, but when the British Orders 
in Council and Napoleon’s Berlin and Milan decrees 
drove American ships into American ports, and 
Jefferson’s Embargo and the War of 1812 detained 
them there, the United States lost her supremacy 
on the high seas. Surplus American labor and 
capital were diverted from commercial into agri- 
cultural and industrial pursuits. The agricultural 
development expres.sed it.self in a westward move- 
ment of the population ; the industrial, in the rapid 
growth of manufactures, especially of the textiles 
in New England. The effort to protect the latter 
from the ruinous competition of British manu- 
facturers gave birth to the first era of industrial 
protection in the United States from about 1815 to 
1830. From the latter date, or more particularly, 
from the tariflF act of 1833 to the Civil War (ex- 
cepting a slight temporary reaction from 1842 to 
1846), the characteristic feature of the American 
commercial policy was a tariff whose primary pur- 
pose was that of revenue. 

25, Continental Europe.— The economic situa- 
tion in Western Continental Europe during the first 
sixty years of the nineteenth century differed from 
the conditions both in the United States and in 
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England. In the United Stitts, broadly speaking, 
the free trade idea was generally favored by all 
classes excepting in the decade or so following the 
ebse of the War of i8ia. In England it found 
favor among the industrial and commercial classes, 
bnt was opj^>osed l»y the agriculturists. C)n the 
( ontinent it received at first only an academic ac- 
ceptance. The Nat)olconic wars had left European 
governments in a state of bankruptcy. Many old 
and new industries, which had been stimulated by 
the restrirtivc "Continental System” of Napoleon, 
found thcinsdvcs subjected to the ruinous competi- 
tion of England at the close of the war. 1 ‘hc effect 
on the (bntiiuni was similar to the effect in the 
United States — a general enhancement of ^istoms 
duties. This was especially marked in some coun- 
tries like France, while the movement in Germany 
was more maleratc and culminated in 1834 in the 
formation of the German Zollvcrcin, or tariflf union, 
of most of the German states. Nevertheless, the 
industrial revolutbn in England and the lowering 
of her import duties on raw materials, tended to 
enlist the continental agrarian classes in favor of 
free trade since they, tike the cotton planters in the 
United States, wanted no rc.striction on their sales 
of agricultural products to England and their pur- 
chase of English manufactured goods in return. 
Likewise English economic theory invaded the 
Continent The ofifictai and academic dasses ac- 
cepted very generally the doctrine of the Enf^ish 
school of politkai economy as expounded by Smidi 
and his followers atnong whom Ricardo asid MiU 
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were the most conspicuous. These interests com- 
bined with the efforts of the ag^riculturists and of 
those industrialists who had little to fear from Eng- 
lish competition, brought about a reaction in the 
direction of free trade which found expression in 
the Cobden commercial treaty between England and 
France in i860. This was followed by similar 
treaties negotiated by England and France with 
other European countries. These treaties provided 
for a marked lowering of customs duties and it was 
presaged by many that the “era of free trade” had 
become, or was about to become, the universal 
policy. Cobden himself .seemed to have no doubt 
on this point, for after signing the treaty which 
bears his name he is reported to have said: "You 
might as well tell me the sun will not rise tomorow 
as tell me that foreign nations will not adopt Free 
Trade in less than ten years from now.” The 
dream of the free traders has not been realized. 
In less than ten years from the signing of the treaty 
of i860 there were signs of a reaction in the di- 
rection of higher duties. 
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SUGGESTIVE TOPICS AND QUESTIONS 

1. What free trade argument* were used by the fol- 
lowing £ngli.*h statesmen? Huskisson, Peel, Cobden and 
Gladstone (consult parliamentary debate*; also edited 
works of the above statesmen)? 

2. Do economic conditions change in a country? Are 
we justihed in changing our opinions on economic sub- 
jects when conditions change? Are we justified in chang- 
ing such qnnkms when conditions have not changed? 

3. Can you cite any great statesmen who have 
changed their views in regard to the tariff? Gve their 
masons for so changing? (Consult speeches of Webster, 
Ctlhotin, Bismardi; Chamberlain.) 

4. Whit ti the position of the democratic party in the 
Uohed States rcfarding free trade? (Coosoh platlofins 
of !%6b 1900 and 1904). 
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5. Whit is individualism? Is there any relation be- 
tween individualism and free trade? 

6. In what sense may free trade in England be said 
to be negative protection? 

7. Might you believe in the theory of free trade and 
yet be a protectionist? Explain. 

& In the free trade and protection controversy in 1889 
between Gladstone and Blaine what arguments were 
brought out by the former in favor of free trade? (N. 
Am. R., CL, 1889.) 

9. What has the term "free trade” meant at different 
periods? Bastable’s Theory of Inter. Trade, p. 128; Selig- 
man, p. 501 ; see also “Free Trade” in Palg. Diet. 



OTAPTER IV. 


DEVELOPMENT OF MODERN COMMUaAL 
f*OUTICS: PROTECTION 

96. GenenI Character of Protectioii^ Protec* 
ti(»n h the polic}* of encouraging home induKtriei, 
usually by the in^positbn of customs duties or by 
iKHinlirs paid to (Uimestic producers. It is there- 
fffre opfiosed to the principle of free trade. It if 
s<jtTKrtinics charactcrize<l as a return to mercantilism. 
Tnder protection, Ikiwever, exfKirt duties arc largely 
deme away with, while prohibitions, either on ex- 
ports or on imports, arc the exception and not the 
rule. The level of dudes is lower than under mer- 
cantilism, and discriminating navigation laws, boun- 
ties. and subsidies are less frc<|uently employed. 
War, often resorted to under niercantilism in order 
to promote or repress commerce, is now Icsi often 
used for such purposes. More peaceful mcanf are 
at hand Neutral rights are more rrapected and 
great advances have been made in international 
law. Better means of transportation and communi- 
cation, tmpiovcd banking facilities, more reliable 
sta||itical information, more accurate knowledge 
regarding mternational, political and economic con- 
ditkms, and in general a wider and better undcr- 
stindsiig and appreciation of social and cconomk 
taws make mereantiUim an mtoossibiltty. 
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27. Causes of Recent Growth of Protection.— 

The growth of protection, almost universal during 
the past few decades, is explained on several 
grounds. In the first place it is due in part to a 
general reaction against the purely negative char- 
acter of English political economy. This reaction- 
ary movement originated in Germany about the 
middle of the last century and its advocates became 
known as the “historical schex)!.” It differs from 
the “classical,” or free trade school, by interpreting 
the complex phenomena of industrial life i;i the 
light of history rather than by deductions based on 
isolated facts. It also regards the state as an 
ethical factor and as an organ for the promotion 
of all social aims which cannot be adequately 
realized by voluntary individual effort, rather than 
as an institution whose functions were merely to 
protect life and property. In other words, while 
the classical school stands for individualism and 
free trade, the historical school represents national 
and protective tendencies. 

The second factor which helps to explain the de- 
velopment of protection is a number of costly wars 
during the sixties and seventies, especially the 
American Civil War and the Franco-Prussian con- 
flict Wars arouse the sentiment of nationality and 
are extremely costly, or as one writer expressed it. 
'‘the exigencies of finance give support to the senti- 
ment of protection.” In times of war all forms of 
taxes are sulxnitted to with little opposition, but 
upon the return of peace when tariff reductions are 
demanded these ate generally made along the lines 
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of \tm rcitsttnct, that on ^'anprotected arU- 
cles,*’ or on such a» arc not produced at home. 

Finally the recent growth of protection i» due, 
in a brge nn-asurc, to intense intcmationaJ compe- 
tition caused by greatly improved means of trana- 
portation ajul communication coupled with the 
enormous industrial development, especially in 
Western Europe, and with an equally prominent 
agricultural development in the central part of the 
I'nited Stales, in Eastern Europe, in Argentine and 
in other parts of the world. Western Europe it 
deluging the rest of the world with her manufac- 
tured gcxKls. and ftiany countries which arc attempt- 
ing to develop their own manufactures, are showing 
resentment in the form of high inqwrt duties, white 
the agricultural classc.s of Western Eurdjlr are 
showing a similar resentment against the influx of 
agricultural products from countries which are in- 
dustrially less advanced. 

sE. Main Arguments for Protection^— England 
is the classic land of free trade, not only because 
laissez-faire Ends its most practical application in 
British politics of the first part of the nineteenth 
centurv', but also because British writers— Smith, 
Ricardo, Mill and others— arc among its best ex- 
positors. Similarly the United States is the classic 
land of protection because the policy has been tried 
in this country in all its phases, and its best exposi- 
tion has perhaps been given by American writers— 
Hamilton, Carey, Patten and List The last named 
was, of oourae, a German and is mentioned here 
only bccaiisc fie spent several years of exile in tlie 
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United States and received his inspiration in part 
from the writings of Hamilton and from the eco- 
nomic policy of the United States, for his residence 
in this country (1825-30) was during the high 
water mark of the early period of American pro- 
tection. 

Various arguments have been advanced from 
time to time in favor of protection. The national 
independence arptment, based upon the idea that 
a variety of industries is desirable for a country in 
order to make a nation econoniically independent, 
a condition especially desirable in case of war, and 
to develop its spirit of nationality was the keynote 
of Hamilton’s argument. It was advanced at a 
time when the American federal government had 
hardly passed the experimental stage, and the de- 
velopment of a stronger central government was 
of the greatest necessity. Hamilton’s argument 
was, therefore, more essentially political than eco- 
nomic, 

American industries that had sprung up during 
the period of the Embargo, Non-intercourse Act 
and the War of 1812 were protected by the tariff 
of 1816 and by later tariffs largely on the ground 
that they were infant industries and needed the 
temporary fostering care of the government in 
order to tide over domestic disadvantages in pro- 
duction. The infant industry argument was also 
the keynote to List’s w^ritings, and the argument 
which he used effectively in his advocacy of a 
German tariff union, or Zollverein, which was 
formed, as previously stated, in 1834 and which 
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bfome the economic torerunner of Gtnraui pditkil 

unioci. 

Thi tested miemt argument, the plea that it ii 
better to leave well enough alone and not diiturb 
existing vestetl rights, has tieen ernploycfl probaldy 
in every customs tariff act that ever came into the 
arena of discussion. This argument i# especially 
pfomineni at the present time in the United States, 
and its advocates are generally dubbed “Stand- 
ralters.’* 

The homr market argument was est>ccially em- 
phasiml by Henry (lay. ami was designctl to per* 
suade the new agrtcuhural West that its best 
markets would Ixr foun^l in the North and Hast by 
fcjstering the manufacturing interests of tli% latter. 
This argument has been effectively empIoye<l since 
the time of (lay because the American domestic 
market has become the greatest market in the world. 

Since the Civil War only one new argument of 
importance in favor of protection lias become promi- 
nent— the so<alled pauper labor argument. At an 
earlier perkxl in American history it used to be 
maintained that protection was necessary because 
wages were high. The existence of high wages in 
the United States handicapped Amerian manu- 
faclitres and protection was necessary in order to 
cqitaliac this disadvantage. Now the argument is 
niverted. It is claimed that protection causes high 
wages and its withdrawal would mean the pauper* 
kxtioii of American labor by making it imposdble 
for manufacttirers to pay high wages* 

«l» Tilt Uniied Stitca, lylg-sSR;/— As has been 
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Stated, the early phases of American protection re- 
lated to navigation protection inaugurated in 1789, 
and industrial protection which followed at the 
close of the War of 1812. The former was calcu- 
lated to protect the shipping interests of New Eng- 
land, while die latter sought primarily to shield 
from foreign competition the manufacturing inter- 
ests of the same locality. The need of protection 
to both these interests les.sencd in the latter part of 
the twenties, and during the succeeding thirty 
years (excepting a slight reaction from 1842 to 
1846) the policy of the United States was essen- 
tially one of free trade. There was a panic in 
1857, and the Civil War beginning soon after led 
to a demand for enormous revenues which was met 
by a resort to a comprehensive system of both im- 
port duties and internal taxation. The war de- 
veloped a strong sentiment of nationality in the 
North and this was intensified by the hostile attitude 
of certain European interests which were unfav- 
orably affected by the struggle. These conditions, 
together with the withdraw'al from the Union of 
the agricultural South, left the industrial classes of 
the North the dominant factor in American politics. 
Then, too, in the years following the War the coun- 
try was too much engrossed in questions of recon- 
struction to discuss the tariff. The result was that 
in lessening the burdens of taxation those most in- 
terested in protection succeeded in having the re- 
ductions made in internal taxes and in those import 
duties which were levied on articles for the most 
part not produced in the United States. In the 
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early fcvcnties after the ttislurbed ccmditioitt fol* 
lowing the Civil War became more settled, an 
agitation for tariff reform led to very moderate 
retiuctiom in the tariff act of 187J, but owing to 
the t^antc of (He folbwing year a reaction set in 
which found expression in the tariff act of 1875. 
A return of prosperity, however, in the latter part 
of the seventies, owing in a large measure to good 
harvests in this country and poor harvests in 
Europe, caused a surplus of revenue and another 
agitation for tariff reform, litis led to the appoint- 
ment of a tariff commission in 188a and a new tariff 
law in 1883 with moderate reductions based largely 
upon recommendations ma<le by the commission. 

30. The United States 1887-1897.— The slight 
re<iuctk)ns in the act of 1883 were unsatisfactory 
to the advocjites of freer trade and the tariH issue 
was forced to the front in the presidential campaign 
of 1888 largely because of Mr. Cleveland’s annual 
message of the prccctling year which was devoted en- 
tirely to the tariff questkm. He committed the Demo- 
cratic party to a policy of a tariff for revenue, and 
on that issue the Republicans elected Mr. Harrison 
as President. They interpreted their victory as an 
indorsement of the policy of protection and passed 
tb; tariff act of 1890, known as the McKinl^ Bill, 
which had the two- fold purpose of reducing the 
brge treasury surplus and increasing the protective 
duties. It accomplished both these results in a 
marked degree. As regards the former, it was 
more than successful because of very liberal appro- 
priatioiis by Coogrcti and because of the inancud 
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panic in the years following 1892. In fact it created 
a revenue deficit. As regards the latter it may be 
said to represent the high water mark of American 
protection. The country showed its disapproval by 
defeating the republican candidate and electing 
Mr. Cleveland in 1892. The democratic platform 
of that year went so far as to declare a protective 
policy unconstitutional, but Mr. Cleveland and the 
majority of his party certainly did not represent 
such a radical view. In fact the tariff act of 1894, 
known as the Wilson-Gorham bill, not only did not 
meet the views of the radical element in the demo- 
cratic party, but was equally unsatisfactory to the 
more moderate element. The President allowed it 
to become a law without his signature. The aboli- 
tion of the duty on wool seemed to be about the 
only radical feature of the law. Such was the law 
under a democratic president and with the Demo- 
crats in a majority in both houses of Congress. In 
1896 the presidential issues were primarily the silver 
question and secondarily the question of the tariff. 
The Republicans succeeded in electing as President 
the champion of protection, Mr. McKinley, and the 
first thing the party did upon coming into power 
was to pass the Dingley tariff act of 1897. 
a financial standpoint its purpose was to raise rev- 
enue in contrast with the act of 1890, the purpose 
of which was to reduce it. Both acts were similar 
in having protection as a main purpose. It was 
thought in 1890 that the acme of American protec- 
tion had been reached, but the act of 1897 has in 
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mtny respects fir ontreaclicd the !iw of 1B90 ii 1 
protective mctstire. 

31. Frfsent Situitkm In tht Uititid Stitii.— 

Frcim the prcwFinij it appears that theorctioilly the 
Dewocraik party in the Unitetl States standi (or a 
"tariff for revemie only,” ami that the Repuhlitan 
party believes in the jmlicy of protection. In prac* 
tice, however, it does not apfiear that the two parties 
have been very diver/»ent in recent years since the 
Democratic jNirty. when in control (^f the national 
icavcrnmcnt, has been ttnable to enh»rcc any radical 
de}iarture from the jKdicy of protection. The atl- 
vocates of protection in the I'nitiMl States at the 
present lime may Ik diviclcd into two classes— one, 
defending protccti<ni as a tennKirary and tlie other 
a« a jKrmanait f«>lK>. The former is claiming 
that the policy has acomiplished its greateW gotnl 
in building up American industries and in preserv- 
ing the donH*?*!^ market for American manufactur- 
ers, but that the time has now come when certain 
modiffcations may well be undertaken, especially by 
lowering import duties on raw materials and on 
domestic manufactures controlled by the trusts. 
They also emphasize the im{X)rtancc of lowering 
import duties in order to facilitate the growing ex- 
port trade, especially in manufactured goods. 
Those who oppose this view especially emphisbc 
the "vested interest argument,” saying that the 
United States has the greatest market in the worldt 
and why sacrifice it for access to less important 
fields ; that btRloiis of capital have been mveited in 
indiistries wbkii wottld be jeopardized bjf tariff 
S 5 
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modifications; and that we are immensely pros- 
perous and why not let well enough alone? 

The tariff is only one among many questions 
which at the present time is causing, more or less 
unconsciously, a political readjustment. It is diffi- 
cult to say just how this readjustment will take 
place, but it is apparent that a large element in each 
party is finding political sympathy outside the ranks 
of its political organization. The present political 
situation is well characterized by Lyman Abbott in 
a recent number of The Outlook. “Both the Re- 
publican and Democratic parties are divided,” says 
Mr. Abbott, “into two hostile wings. These wings 
are kept close together less by coherence in prin- 
ciple than by personal fellowship and a common 
tradition, and the latter is a constantly weakening 
bond. In one wing of the Republican party are the 
representatives of special interests, strengthened by 
conservative adherence to the established order; in 
the other are advocates of an industrial reform, but 
by a gradual and evolutionar)' process. In one 
wing of the Democratic party are the representa- 
tives of special interests strengthened by a tradi- 
tional faith in the philosophy of individualism; in 
the other arc advocates of an industrial reform by 
radical and instantaneous measures.” The ques- 
tion seems to be whether readjustments will take 
place entirely within the two great parties or 
whether a separate organization will be found 
necessary. 

3a. France.— The three factors referred to as 
explaining, in a large measure, the protection re- 
56 



raOTECTlON 


•ctkifi durtiif the past few decidei— wirt> dmifed 
imhistriai cofutitiom and the rise of the **histoftciI 
school** of cconomists—affccted the commercta! 
policies of Eurnjican countries in much the same 
way m it had th.>t of tlie Tnitetl States, although 
the changes weVi' not ef{ually marked in all cmmtriei. 

The Franov-Pmsxian War arrested the free trade 
policy in France where it never had a (Kipular hold, 
but rqirescnled rather the enforced views of Na- 
poleon nr and a majority of French ecowmiists 
who then, as well as now, were adherents of the 
English school of jiolitical economy. The need of 
revenue wa«. imjwrativc not only because of the 
expenses of the struggle which included a war in- 
demnify to Germany of nearly $1,000,000,000, but 
also because of the a»st of reconstruction and an 
annually increasing cxjienditurc for general state 
purposes. Frcncli commercial politics sinclP 1871 
registers a constant augmentation of protection, 
not only in the form of enhanced import duties, but 
also in the sha(>e of di.scriminating tonnage duties, 
bounties on shipping, the shipping monopolixation 
of trade between France and her colonics, etc. 
Her protection at first was largely to secure her 
mamifactures against foreign competition, but agri- 
cultural interests received marked attention after 
an agricultural depression in the middle of the 
eighties. To-day protection is perhaps as strongly 
rooted in France as in almost any country, being 
favored by a large majority of nearly all classea of 
agrkitltisrists and mamifactorers. Mott of the 
S7 
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French economists, however, show little or no en- 
thusiasm for this doctrine. 

33. Germany.— Protection reaction in Germany 
did not take place as early as in France. In fact 
tor several years after the Franco- Pnissian War 
duties were generally lowered, the year 1877 
tering the low water mark in German free trade 
tendencies. However, several years of industrial 
depression, beginning with the year 1873, followed 
by a series of poor harvests at home and good 
harvests abroad, which changed Germany from an 
agricultural exporting to an agricultural imjwrting 
country, united a large majority of the agrarians 
and many classes of manufacturers in a campaign 
for protection. Germany, too, was the home of the 
“historical school,*' and the majority of her eco- 
nomists had become protectionists. This movement 
found legislative expression in a series of tariff 
enactments begun under Bismarck in 1879 and cul- 
minating in 1890 with the resignation of the Iron 
Chancellor and the appointment of Caprivi. Bis- 
marck's commercial policy had especially protected 
agricultural interests. Caprivi stood for more 
moderate protection, especially as applied to agri- 
cultural imports, and succeeded in negotiating sev- 
eral commercial treaties in which his economic views 
were incorporated. In recent years, however, upon 
the termination of the Caprivi treaties (1903), Ger- 
many has inaugurated a new tariff law which stands 
for higher protection all along the line, but is par- 
ticularly favorable to the agrarian classes. Until 
within very recent years the majority of the Ger- 
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mail peopte liave httn engaged in agrktikural {Nif» 
titHi, but the census of 1^5 showed scarcely 43 per 
cent of the people thus occupied. The perccfilige 
at the present tune is much less than this* Under 
the drcumstances a foreigner finds it difikult to 
understand the present high tariff of Germany, 

34. Other European Osuntriei.^The general 
trend in Italy ntrt unlike tliat in F'rancc. From 
the formation of the kingdom to 1B75 the tendency 
was toward greater freedont of trade. Increased 
public expenditures led to a general tariff revision 
in 1877 whereby higher duties were placed on all 
kinds of manufactures, while a few years later the 
agricultural ucprcssion was largely rr»(Kinsible for 
the tnriff act of 1887 in which agrarian priilcction 
was the distinctive feature. Since that dale there 
seems to be no aliatcment in the general protection 
tendency exarpling a slight reactionary tendency as 
shown in several of her commercial treaties. 

The Austrian commercial jxdicy shows a trend 
similar to that of (iennany. Higher protcctiRi was 
inaugurated in 1878 and has been the continuous 
policy since then, although some modifications have 
been made by commercial treaties with (iermany 
and other power.H. There is this distinctive differ- 
ence between the German and Austrian policieiH- 
the former favors more essentially agrarian pro- 
tettioii, while the latter emphasizes manufacturing 
protection. Of the remaining countries of EurqMS^ 
Switzerland. Holland. Belgium, and the Scandi- 
navian countries may be characterized as countries 
of moderate protection with moderate prolectioii 
» 
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tendencies. England may be said to be a country 
with a moderate revenue tariff, having a slight pro- 
tection tendency. Russia, Spain and Portugal are 
countries in which high protection tends to become 
more and more excessive. 
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CHAPTER V. 


CUSTOMS 

GENERAL: IMPORT DUTIES 

35. Definition and Development of Customs 
Duties.— Customs duties were originally taxes on 
trade. They were usually payments made for the 
use of roads, bridges, ferries, harbor facilities, 
warehouses, weights and measures, or for the pro- 
tection of goods and merchants on the highways. 
According to Adam Smith they “seem to have been 
called customs as denoting customary payments 
which had been in use from time immemorial.” 
Sometimes these duties were levied at the boundary, 
as for example in an insular country like England 
where from very early times there was an export 
duty on wool, but more often they were collected 
at the gates of a town, at various places of deposit 
or at other convenient localities. Fiscal require- 
ments were almost the sole reason for the levying 
of these duties. In the course of time as states 
became more consolidated these innumerable taxes 
became more and more of a hindrance both to polit- 
ical and economic development. The result was a 
tendency toward the elimination of restrictions and 
the unification of taxation out of which has de- 
veloped in most modem civilized states the two-fold 
system of taxation — ^interaal taxes and customs 
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dtitieft. The lomier include that part of the ineome 
of a country derived largely from general property, 
incomes, stamps, licenses and excites or taxes 
placed on certain commodities of home produetkm 
and consumption, notably on tobacco and tiquora, 
while custoinH .jthiiies arc taxes levied upon ilier- 
chamitse which jKoises the frontier. 

CustOTis duties in a national sense were first de- 
veloped in Englarul, beginning especially at the 
time of Cromwell. Colbert, as lias been stated, 
cherished the plan oi replacing the multitudinous 
local customs <lutics in I'rattcc by general taxes 
Icvicfl at the national l)oundary. but this refonn was 
not cffecte<l until the {)eriiHl of the Revolution. A 
simibr movement was begun in other European 
countries during the latter part of the eighteenth 
century. In Germany it found expression in the 
Prussian tariff art of 1818 which was the fore- 
runner of the (ierrnan tariff union, or ZolRercin, 
organiied in 18^^. In early American history tax- 
ation was entirely kxral in character but this wai 
largely modified in 1789 by the federal constitutional 
r«|uiremcnt that “all duties, imports, and excises 
shall be uniform thrmighout the United States.” 

36^ Claatiiicatioa of Customs Duties.— -There 
are three general classes of cu.stoms duties: (l) 
import duties, or those levied on merchandise 
hroaght into a country ; (2) export duties, or those 
levied on merchandise sent out of a country; and 
(j) transit duties, or those levied upon merchandise 
passing through one country and destined for an- 
other. Cmitmm duties may be based upon vahti 
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measured in percentages, or they may be based 
upon a unit of weight or measure and measured 
in payments per pound, ton, kilogram, dozen, quart, 
liter, etc. The former are called ad valorem and the 
latter, specific duties. We speak of a systematic 
arrangement of customs duties as a customs tariff 
or more often as simply a tariff. 

Customs duties may be either for purposes of 
revenue or for protection. The former seem to 
mean duties levied for the sole purpose of revenue, 
while the latter would appear to be those levied 
entirely for the purpose of protection. In practice, 
however, the terms are not used in this absolute 
sense, since both revenue and protection play more 
or less of a role in nearly all customs duties. It is, 
therefore, more correct to define revenue customs 
duties as those levied upon merchandise primarily 
for revenue and incidentally for protection, while 
conversely protective duties are those which are 
primarily for protection and incidentally for revenue. 

As might easily be inferred from the preceding 
chapter, there are two general classes of protective 
duties — agricultural and industrial or manufactur- 
ing. German protection, for example, is more 
essentially agricultural, while protection in the 
United States is principally manufacturing. Never- 
theless, the characteristic feature of modem pro- 
tection is that it is neither entirely agricultural nor 
wholly manufacturing. Intense international com- 
petition has developed a community of interests be- 
tween- certain branches of agriculture and industry 
so that in most countries we find certain agrarian 
6 * 
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and tndttstml interests more or less tmited h fii|CMr 
of protection. 

37. Dcfinitioii and Cliaaificttioa of Import 
Import duties have been defined as taxes 
or imposts leviecl upon merchandise brought ipto a 
countr>*. Their purpose may be to raise revenue 
or to protect the national industry. The class of 
commcnlities subject to these duties varies not only 
arcording to the purpose for which they arc levied, 
whether for revenue or for protection, but also in 
orfler to ctiualize the divergent social, political, arxl 
et’imomic corwlitions in a country. Ijn|)ort duties on 
articles which arc not produced in a country and for 
which there i.s a large demand bring good revenue 
teturns. Such articles may l)c manufactures or 
raw materials. Revenue inifwt duties on the 
former arc especially applicable in undeveloped 
countries, like the South American states, abound- 
ing in raw inaurials, but when such efifintries 
become industrially more advanced and labor and 
apital arc attracteil to them, these duties tend to 
become protective in character. Among industrial 
nations there arc also many instances of revenue 
import duties on manufactures, especially on such 
as an importing country recognizes it cannot profit- 
ably undertake. For example, prior to 1891 the 
duty on tin plate imported into the United States 
was purely of a revenue character since this country 
manufactured almost none. The development of 
the American tin plate industry from that date gave 
a protective character to the duty. Import duties 
on raw materials produced to a little or no extent 
5 H 
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in the importing country constitute an important 
source of revenue. Articles in this category may 
be divided into two groups, food products such as 
grain, coffee, tea, sugar, or spices, and raw ma- 
terials needed for manufactures such as cotton, wool, 
flax, silk, iron or coal. Such imports are usually 
characteristic of industrially advanced countries, 
and duties levied on them are often objected to on 
the ground that they handicap international trade 
by enhancing the price of manufactures, directly by 
increasing the cost of raw materials and indirectly 
by compelling the payment of higher wages because 
of the increased cost of food products. 

38. Present Importance of Import Duties. — 
Import duties are the most important class of cus- 
toms duties, being employed almost universally by 
modern states. Growing national expenditures em- 
phasize their importance which, however, is more 
than counterbalanced in many countries by increas- 
ing receipts from internal revenue. International 
competition also tends, as stated above, to discourage 
the levying of import duties on either the raw ma- 
terials used in manufactures or on food products. 

The receipts from import duties are especially 
important in the South American countries ranging, 
in many cases, from sixty per cent, of the total 
receipts to practically one hundred per cent. Great 
Britain is the classic land of revenue import duties, 
but her receipts from this source are only twenty- 
five per cent, of the total, and the percentages for 
the more important countries of continental Europe, 
with the exception of Germany, are considerably less 
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thin this. In the United States the average re* 
ctipts from customs duties for the eight year periods 
1890-1897 and 1898-1905 were $178,819,006 and 
$336,181,000 respectively, but the former repre- 
sented appit>ximately forty-two per cent, of the 
total roTtuie While the latter, owing to a relatively 
greater increase in receipt.^ from other sources, 
principally from internal revenue, represented only 
thirty-five per cent, of the total. These figures arc 
signifirant as indicating that the United States, in 
order to meet increasing expenditures, will have to 
resort more and more cither to strictly revenue- 
producing import duties or to receipts from internal 
revenue such as exci.ses, taxes on inheritances, and 
on income, if the constitutional objection to the last 
named can be overcome. 

39. Who Pays the Tax?— In the tariff contro- 
versies in Europe and in the United Stat# there 
has been much discussion as to who pays the tax. 
So absolute answer can be given to this question. 
The effect of import duties upon the price of a 
commodity and the incidence of the tax vary in 
different of)untrics for similar articles as well as 
for different articles in the same country, or for like 
articles at different times in a given place. In gen- 
eral, however, it may be said that if the total supply 
of a commodity comes from foreign countries, such 
as coffee or tea imported into a country like the 
United States, an import duty is strictly for revenue 
and the consumer pays the tax. If, for example, 
the price of Java coffee in the world's markets were 
twemy-five cents per pound and the import duty in 
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the United States were five cents per pound, the 
American price, eliminating the costs of transporta- 
tion and similar charges, would be approximately 
thirty cents, and the difference between the two 
prices, or five cents per pound, would be paid in- 
directly by the consumer into the treasury of the 
United States. If there be an inadequate domestic 
production, so that an important part must be im- 
ported, such as sugar in the United States, an im- 
port duty would tend to enhance the price of the 
commodity by approximately the amount of the 
duty and the consumer would still pay the tax, not 
entirely to the government as in the case of coffee 
or tea, but in part to the domestic producers. For 
example, the duty collected on sugar imported into 
the United States amounts in round numbers to 
$57,000,000 (average for 1903-1905). The United 
States, including Hawaii and Porto Rico, produces 
about forty per cent, of its total sugar consumption. 
The total additional cost to the consumer becau.se 
of the import duty would be, therefore, approxi- 
mately $95,000,000, of which $57,000,000, eliminat- 
ing the cost of collection, would find its way into 
the United States Treasury, the balance, or $38,- 
000,000 being paid to domestic producers in the 
form of enhanced prices to consumers. 

Finally the total supply of a commodity may be 
furnished by domestic producers or manufactures. 
In this case import duties are primarily for pro- 
tection. If there be a rise of price under these 
conditions it is a tax paid by consumers, not to the 
government, but to domestic producers. One of 
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two things may happen. The import doty may hiv« 
a temporary effect of raising the price, but after the 
industry is well established domestic competition 
may force down the price until it is as low as the 
price in the world markets. H goods are imported 
under these conditions the tax is paid by the for- 
eigner and not by the consumer. On the other 
hand, there may lx: an absence of domestic compe- 
tition, as hapj)ens in many instances where the sup- 
ply is largely controlled by industrial combinations 
or trusts in which case there is a tendency for the 
price of gofxls to advance to a jK)int slightly less 
than the price in the world market plus the amount 
of the imjx>rt duty. Under such a condition the 
added price is paid by consumers to the trust or- 
ganization. 

40. Trufti and “Dumping.”— The rapid de- 
velofimcnt of industrial c<»ny»li(btions in thcJ.Jnitcd 
States in recent >cars has been contemporaneous 
with very high protective iinp(»rt duties. It is also 
to Ijc observed tliat, while the price of trust-ntade 
gcKxIs in the hrunc market has often been in excess 
of the world market price, there arc many instances 
where the same commo<lities are sold in foreign 
markets at less than the prices ruling in the world 
markets. This process of selling surplus goods in 
foreign markets at excessively low prices, usually 
in order to decrease the home supply for the purpose 
of maintaining high domestic prices, is called 
“dumping.” Such a course often affects dssad- 
vantageously the protected interests of other cotm- 
tries by making possible importations at prices which 
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home industries cannot meet. Such a situation is 
met in Canada by the levying of “a sf)ecial duty 
(or dumping duty) equal to the difference between 
the selling price of the article for export and the 
fair market value thereof for home consumption.** 
The prevalence of trusts, their tendencies in many 
cases to suppress competition and raise prices, and 
their resort to “dumping,** have aroused popular 
hostility in the United States against most forms of 
industrial consolidation and have provoked dis- 
cussion as to their relation to protection. There 
seems to be a popular demand to lower the duties 
on trust-made goods, some going so far as to ad- 
vocate the abolition of all import duties on such 
articles, affirming that the “tariff is the mother of 
trusts.’* 

While it is no doubt true that protective import 
duties have in many instances encouraged the 
growth of large corporate organizations, it is not 
correct to make the general statement that trusts 
exist principally because of them. Upon this basis 
how are we to explain their prevalence in a free 
trade country like Great Britain? Trusts exist be- 
cause of certain economies effected in their organi- 
zation such as is inherent in all businesses conducted 
on a large scale. The abolition of all import duties 
on trust-made goods might in many instances ham- 
per the development of industrial consolidations, or 
in some cases make them unprofitable, but in general 
it would tend to change the basis of their organi- 
zation, making them international rather than na- 
tional in scope. 
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SUGGESTIVE TOPICS AND QUESTIONS 

I. What is the origin of the term "aistomi’* as used 
in the present chapter? (A. Smith, Bk., v., cb. it, Art 4; 
^cititofiis duties" in Fjwyc Brit; id. in Lalor's Cycl; 
Xtiitom" in PaJg. Dkt) 

X Give examples of a customs duty whkh Is for 
rcvtnne in one country and for protection in aaodier. 
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$. Why do we speak of the abolition of protective 
duties in England as a ‘Vepeal of the com laws?” 

4. What has been the genera) attitude of organizations 
like chambers of commerce in the United States toward 
tile tariff? (see annual proceedings). 

5. According to the report of the U. S. Industrial 
Commission what is the relation between the trusts and 
the tariff? (Indus. Com. Rep. XIX., pp. 627-631.) 

6. Are not many members of Congress experts on 
tariff questions? What would be the advantage of an ex- 
pert tariff commission in the United States? (Indus. Com. 
Rep., XIV., xc; Pres. Roosevelt’s Messages). 

7. What should be the general aim of all legislation? 
Is legislation which favors certain clas.ses in a country 
justifiable? How about a protective tariff? Can you men- 
tion any legislation that docs not favor certain classes of 
society? Is the fact that the United States has a protec- 
tive tariff an evidence that a majority of the American 
people favor protection? 

8. The text states: “Import duties on raw materials 
produced to a little or no extent in the importing country 
constitute an important source of revenue.” Give examples 
where such conditions exist. In the examples cited arc 
the imported raw materials subject to an import duty? If 
not, why not ? 

9. Do you agree with the general statement in the 
text that if the total supply of a commodity comes from 
foreign countries the consumer pays the tax ? Suppose the 
United States government places an import duty on tea or 
coffee would this not tend to raise the domestic price? If 
so, would not the enhanced price tend to decrease con- 
sumption? Would not decreased consumption tend to lower 
price in the w'orld markets so that the domestic price 
would not equal the former price plus the full amount of 
the duty? Under such conditions would not at least a 
part of the duty be paid by the foreign producer or ex- 
porter? 
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CUSTOMS 

EXPORT AND TRANSIT DUTIES: PROHIBITIONS 

41. Defuliticm and Classification of Eiport 
Dudea.— Ex|X)rt duties are taxes levied on mer- 
chandise sent uut of a country. Although form- 
erly much emplo)'cd they tio not form a very 
imfwrtant feature of the commercial policies of 
modem indict rial nations. Under mercantilism it 
was the general policy to encourage manufactures 
by placing an export duty u|x)n raw materials. 
England at a very early [>ericKl levied such a duty 
on certain agricultural products, notably on wool* 
and this policy was in use in many of her colonics. 
In the United Slates there is a constitutional pro- 
vision that “ntj tax or duty shall k* laid on articles 
exported from any state.” this king a concession 
in favor of the South which feared lest its exporta- 
tbn of agricultural pr(«luct.s might be interfered 
with. The accepted view regarding export duties 
appears to be that they restrict exportations except 
in rare cases where a country jK)S8es.ses a monopoly 
of the exported article. If all countries should levy 
an equal duty on the same commodity its price would 
be raised to cover the amount of the duty, and con- 
sumers would pay at least the greater part of the 
lax. But such a duty on any one article has never 
been universal and the price paid by the foreign 
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consumer has generally been regulated by many 
other more important factors, so that usually the tax 
has been paid by the producer in the form of an 
enhanced cost of production or of lessened profits. 

4a. Revenue Export Duties.— I n the larger 
number of instances export duties are primarily for 
revenue. Some countries levy a uniform ad val- 
orem duty on all ex|x>rted articles. This is the 
case, for instance, in Turkey and in the Sudan, 
where the export rate is one per centum in each case. 
In a l|irge numlxT of the less industrially advanced 
countries such as Persia and Servia, most of the 
West Indian, Central and South American coun- 
tries, European colonial possessions in Africa and 
in South Eastern Asia, specific cxf)ort duties are 
for the most paid upon articles of domestic pro- 
duction. In the earlier Japanese tariff there were 
a large number of both specific and ad valorem ex- 
port duties, but these have largely disappeared in 
the new law. Occasionally export duties are levied 
to meet extraordinary expenditures. England, for 
example, placed an export duty on coal, coke and 
manufactured fuel at the time of the Boer war. 
Some countries collect large revenues from certain 
export commodities of which they possess a virtual 
monopoly. One of the most conspicuous examples 
is the export duty on Chilean nitrate of soda. 
Similar duties are levied on cork exported from 
Spain and Portugal, and on Paraguayan yerba mate. 
Among articles subjected to export duties some of 
the most prominent are coffee, rubber, sugar, rum 
and molasses, tobacco, tropical fruits, woods and 
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nuts« hides and skins from Central and South 
America and fran the West Indies; rubber, ivory# 
tropica! nuts and woods, sponges and olives from 
Africa; opium, tea, rice, silk, tin, tobacco, spices, 
shells, skins and precious stones from different parts 
of Asia. 

43. Protection Export Dutica.— Protection ex- 
port duties are. iK»t so numerous or so easy to dis- 
tingtiish in the various tariff laws as those of a 
revenue character. There arc cxiwrt duties on 
rags in many I-'uropcan customs laws for the pur- 
pose of protecting the manufacturers of paper, but 
since wood has been used so largely in paper-mak- 
ing these duties have lost their imiwtancc and in 
some instances have been re|>ealed. Norway and 
Sweden place export duties on w(xk1 and timber in 
order to preserve their forests and forest products, 
while Switzerland ha.s ex|)ort duties on cattle, skins 
and hides in order to protect her daily and leather 
interests. For the purpose of encouraging the pro- 
duction of mohair in South Africa there is aiftxport 
duty on Angora goats. There is also an export 
tax of £100 on ostriches and of £5 on ostrich eggs, 
the purpose of which is to enable certain South 
African countries to maintain a monopoly of sup- 
plying other countries with ostrich feathers. In 
order to preserve their coal and iron supplies some 
of the countries of Western Europe arc discussing 
the advisability of levying export duties on these 
articles, but no definite aetbn has been taken in 
the matter. Qoscly connected with the so-called 
protectimi export duties arc those of a police dmr- 
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actcr which are levied in order to avoid or alleviate 
some distressing condition. They are generally of 
a temporary character, and may be employed, for 
instance, when poor harvests threaten famine to a 
country or when animal plagues create a scarcity 
of meat products. Such conditions arose in the 
German protectorate of Togoland in 1894 when the 
government was compelled to lay an export duty 
on sheep and Indian corn. 

44. Transit Duties. — Transit duties are taxes 
levied upon merchandise passing through one coun- 
try and destined for another. They presuppose a 
comparatively advanced national development. 
During the Middle Ages, when political and indus- 
trial life was local in character, these duties were 
hardly to be distinguished from those general trade 
taxes levied upon goods entering or leaving local 
centres or from bridge and road tolls and other 
forms of taxation. Even under the more advanced 
national development of mercantilism, although 
transit duties were generally levied, an effective 
system of administration was difficult. In more 
recent times the advent of the railroads has caused 
competition to arise among various nations for the 
land carrying trade and this has brought about a 
general abolition of these duties in modem indus- 
trial countries. In Russia there are no transit duties 
except for foreign goods destined for Persia, the 
purpose of these taxes being to favor Russian 
goods in the Persian market. Until recently there 
were transit duties on goods entering the Transvaal 
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by way of Cape Colony or through Portuguese ter- 
ritory' from Dclagoa Bay. 

As regards the administration of transit trade 
the goods arc usually sent in bond and under regu- 
lations which ensure against smuggling. Customs 
officers sometimes accompany the goods, The tran- 
sit may be direct, the merchandise being sent 
through without reloading, as would probably hap- 
pen in the case of Austrian goods sent to the Baltic 
' countries over German territory, or it may be indi- 
rect if the goods cn route lx; unloaded, divided or 
placerl in warehouses as would Iw the ca.se for 
English goods sent to Canada via New York or to 
Switzerland via North Sea or Mediterranean ports. 

45. Import, Export and Transit Prohibitions.— 
Prohibitions formed an important feature under 
the Mercantile System. As has been stated, the 
importation of manufactures and the exportation 
of raw materials were often forbidden and both 
were frequently made more effective by the m'ohi- 
bition of transit trade. The purjxjse of such legis- 
lation was usually to encourage domestic manufac- 
tures and to foster an excess value of exports over 
imports so that the precious metals might be 
imported to pay the balance. In more recent com- 
mercial politics of advanced nations prohibitions 
[>lay a relatively unimportant role, their place being 
taken by customs duties which are based, by means 
:>f better statistical and technical knowledge, upon 
tiational industrial conditions and arc tempered by 
I more developed sense of international legal, social 
ind economic relations. In some countries, notably 
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in Germany, prohibitions are put into operation 
largely by executive decrees or proclamations, but 
in most countries, including the United States and 
the United Kingdom, there are certain specific pro- 
hibitions in the tariff act coupled with a general 
power permitting prohibitory decrees or proclama- 
tions to be promulgated in special cases. 

46. Protection and Revenue Prohibitions.— 
Some prohibitions are for purposes of economic 
protection, as, for example, the Canadian import 
prohibition of “oleomargarine, biitterine or similar 
substitute for butter,” or the Persian prohibitory 
importation of “aniline, aniline colors and all colors 
prepared with aniline.” The aim of the former is 
ostensibly to protect Canadian dairy interests, while 
the purpose of the latter is to discourage the deter- 
ioration of Persian rugs by the use of inferior dyes. 
The importation of sugar into Great Britain from 
sugar bounty-paying countries is prohibited, the 
main purposes of this legislation being to protect 
the sugar producing interests of certain British 
colonies and the sugar refining interests of Great 
Britain. 

Many countries, among them England and most 
of her self-governing colonies and the United 
States, protect home labor by prohibiting the im- 
portation of prison or pauper made goods. The 
American tariff states “that all goods, wares, arti- 
cles and merchandise manufactured wholly or in 
part in any foreign country by convict labor shall 
not be entitled to entrv at anv of the ports of the 
United States.” 
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Many tariff laws contain import prohibitiona b! 
publications which infringe upon domestic copy- 
right and of merchandise falsely labelled with a 
domestic trade mark. The American tariff law of 
1897 stipulates in section eleven “that no article of 
imported merchandise which shall copy or simulate 
the name or trade mark of any domestic manufac- 
ture or manufacturer, or which shall bear a name 
or mark which is calculated to induce the public to 
believe that the article is manufactured in tho 
United States shall be permitted to enter at any 
aistom house of the United States.” 

Sometimes j)rohibitions arc of a revenue charac- 
ter, notably in tlie case of import prohibitions of 
articles of government monojx)ly such as matches, 
tobacco, salt or playing cards in several countries. 
Ttic imjwrtation of such articles is either absolutely 
prohibited or permitted only under very stringent 
governmental regulations. ♦ 

While prohibitions may be for purposes of pro- 
tection or for revenue, they arc more often based 
upon grounds of sanitation, morality or public 
security. 

47. Prohibitions Based on Sanitary Grounds^ 
Many states prohibit the importation of articles 
regarded as dangerous to public health. The list 
of prohibited articles in this category more com- 
monly indudes “infected cattle, sheep, or other ani- 
nials or the carcasses thereof, and hides, skins, 
lioms, hoofs, or any parts of other animals/* adul- 
terated tea, grape vines, fruit trees, spurious liquors 
«»d in general “comestibles in a state of decompo- 
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sition or other products injurious to public health.” 
Section twenty-five of the American tariff act states 
“that the importation of neat cattle and the hides 
of neat cattle from any foreign countr)' into the 
United States is prohibited," but the Secretary of 
the Treasury is empowered to suspend this import 
prohibition as regards any country when "such im- 
portation will not tend to the introduction or spread 
of contagious or infectious diseases among the 
cattle of the United States.” Furthermore, Ameri- 
can law prohibits the importation of any adulterated 
or unwholesome food or drug, or any vinous, 
spirituous or malt liquors adulterated or mixed with 
any poisonous or noxious chemical, drug, or other 
ingredients. (Acts of August 30, 1890, and 
March i, 1899.) ^ very extensive power is also 
given the President to suspend by proclamation the 
importation of any articles he regards as “dangeroib 
to the health or welfare of the people of the United 
States” (Section 4 of the Act of March 3, 1891). 

Sometimes sanitary prohibitions are of an inter- 
national character. By virtue of the international 
phyloxera convention of 1883, for example, the im- 
portation of grape vines and wine props into several 
European countries was forbidden, while the im- 
portation of grapes was carefully regulated. The 
general exclusion in European countries of certain 
American agricultural products suggests more than 
national efforts in this direction. Such exclusion 
acts have not, however, been based upon open in- 
ternational agreements. 
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48. Prohibitions Bated on Moral or Religious 
Grounds.— All civilized states prohibit the impor- 
tation of certain articles oflfensive to the national 
morality. Usually these prohibitions arc incor- 
poratctl in the -general tariff act, but sDrnetime.s they 
arc to l>e found in special statutes. Section sixteen 
of the American tariff forbid.s the importation of 
“any obscene book, pamphlet, pajK*r, writing, adver- 
tisement. circular, print, picture, drawing, or other 
representation, figure or image on or of paper or 
other material, or any case, instrument or other 
article of an immoral nature, or any drug or medi- 
cine, or any article whatever for the prevention of 
conception or for causing unlawful abortion, or any 
lottery ticket or any advertisement of any lottery." 
The Ru.ssian tariff includes in it.s prohibitions the 
"importation of articles of an irreligious, irrewent, 
blasphemous or impious character.” In the rersian 
law there is an import prohibition of all writings 
or pictures which are oppo.sed to the Mohammedan 
religion, while the Sudan tariff prohibit.s the im- 
portation of all articles “calculated to throw con- 
tempt on the Moslem or Giristian religion.” Many 
nations prohibit the importation of certain articles 
the consumption of which they regard as morally 
w physically degrading to their inhabitants. Japan 
prohibits the importation of opium, excqiting such 
as is imported by the Imperial government for 
®wdidnal purposes. In the United States the im- 
portation of opium by a subject of the Emperor of 
China is prohibited Giina herself has on many 
^^ 3 S 30 i!s attonpted to prohibit the importation of 
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this pernicious drug, but up to the present time her 
efforts in this direction have been frustrated largely 
on account of the hostile attitude of certain European 
powers. Russia prohibits the importation of corn 
spirit and vodka into Amoor from China, and of 
grape brandy into her Trans-Caspian territory. 

I'here are also agreements of an international 
character in this category. For example the Brus- 
sels conferences of 1885 decreed against 

the African slave trade and the selling of liquor to 
native Africans. 

49. Prohibitions Based on Grounds of Public 
Security. — There are prohibitions against the im- 
portation of fire arms, ammunition and general 
munitions of war in many parts of Africa, in coun- 
tries of Western Asia, notably in Turkey and in 
Persia and in many of the East and West Indian 
islands. Several of the Central and South Ameri- 
can tariffs also contain similar prohibitions, but 
such restrictions are not common in the laws of the 
more advanced nations. The Philippine tariff in- 
cludes in the list of excluded articles “dynamite, 
gunpowder, and similar explosives, and fire arms 
of all descriptions and detached parts thereof, unless 
the importer shall produce a special authorization 
for landing issued to him by the civil governor.” 
The Russian tariff is very sweeping in this partic- 
ular, many kinds of arms and ammunition being 
entirely prohibited, while other kinds may be 
imported only by special permission of the Minister 
of Finance. It is also interesting to note that in 
Great Britain among the articles the exportation of 
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which may be prohibited or restricted by proclama- 
tion or by orders in council, are to be found “arms 
(including fowling pieces and gunstocks), ammuni- 
tion and gunpowder, military and naval stores, 
and any articles which may be judged capable of 
being converted into or made useful in increasing 
tlic quantity of military or naval stores, provisions or 
victuals which may be used as food for man.” 
The tariff laws of many states contain import pro- 
hibitions of debased or counterfeit coin, as well as 
also of false weights and measures. The English 
law includes in this list “false money or counterfeit 
sterling; silver coin of the realm, or any money 
frtir|K)rting to be such, not being of the established 
standard of weight or fineness; all coins coined in 
any foreign country other than gold and silver 
coins.” The Canadian law has a similar ri^lation, 
and besides this Canada prohibits the importation 
of “books, printed paper, drawings, paintings, 
prints, photographs or representations of any kind 
of a treasonable or seditious” character. Other 
states have similar laws, excluding not only articles 
but also persons regarded as politically undesirable. 
The United States has important legislation exclud- 
ing or restricting foreign immigration, but such 
laws do not form a part of the tariff policy cither 
in the American Republic or in other countries. 

Finally, there is a certain class of prohibitions of 
a temporary character based upon grounds of public 
security. For example, Russia prohibited the ex- 
portation of wheat in 1892 because of a shortage of 
the domestic crop, and for a similar reason Germany 
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and Austria-Hungary in the following year pro- 
hibited the exportation of various kinds of fodder. 

BIBLIOGRAPHY 

A. Caisult bibliography of the preceding chapter (V.). 
SUGGESTIVE TOPICS AND QUESTIONS 

1. If there were no constitutional prohibition against 
export duties in the United States what would be the 
economic effect of an export duty on cotton? On wheat, 
when the United States had a good harvest and there were 
poor harvests in other countries? When the reverse con- 
ditions prevailed? 

2. Make an abstract of the American statutes affecting 
transit trade (R. S. of U. S.). 

3. What would be the effect upon American commerce 
were a transit duty levied on goods imported at New York 
or any other port of the United States and destined for 
Canada or Mexico? 

4. What would be the effect of a transit duty in Eng- 
land ? Suppose the same transit duty had to be paid at all 
the Northern ports of Europe? At all European ports? 

5. Is there any practical difference between customs 
prohibitions and prohibitory customs duties? 

6. Is international commerce an aid to civilization? 
If so, has one nation any moral right to prohibit its citizens 
or subjects from trading with foreigners? Under such 
conditions has a foreign government any recourse? Give 
examples. 

7. What were the terms of the compromise which led 
to the constitutional prohibition of export duties in the 
United States? (Well’s Merchant Marine, Ch. IV; also 
Madison’s Notes on the Constitutional Convention). 

8. May a state of the American Union levy customs 
duties or prohibit imports? The boll weevil insect threatens 
the cotton crop of the South with destruction. May Louis- 
iana, in order to protect herself against this danger pro- 
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htbit the tn)f>ortation of cotton from Texts (U. S. Consti* 
tmion, Art. 1 . Sec. lo)? 

^ Study the tariff laws of various countries and make 
a list of prohibitions (not mentioned in the text) based on 
(i) sanitary grounds, (i) moral grounds and (3) ground.s 
of public security. (Kelley’s Cu.stoms Tariff, also special 
U. S. Consular Reports on Tariff.) 

la May the United States exclude any foreigner, even 
of a friendly power? (Chinese Exclu.sion Case 130 U, S. 
59t; also Art. ‘Immigration" in Am. and Eng. Encyc. 
Law). 

11. Since the United States Constitution prohibits ex- 
port duties how do you explain the existence of export 
dirties in the Philippine tariff? 

12. May foreign countries prohibit American imports, 
in accordance with treaty rights? (Sec Prussian- American 
treaty of 1828). 

13. Several European countries have prohibited the 

importation of several American agricultural products. 
Was there any politics in these measures? (See index to 
For. Rel. of U. S.) ^ 
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CUSTOMS 

TARIFFS AND TARIFF SYSTEMS 

SO. Introduction. — A tariif is a table or scale of 
i'.harges. Thus there are railroad tariffs, insurance 
tariffs, telegraph tariffs, custom tariffs and the like. 
A customs tariff is a systematic arrangement of cus- 
toms duties. It is spoken of as a tariff law, act or 
bill and is usually divided for purposes of conveni- 
ence into schedules, fcach schedule comprising the 
principal articles of allied groups which are subdi- 
vided into numerous sections with duties or rates 
for each section. The general arrangement is, in 
many instances, alphabetical. A tariff law is based 
upon the general economic and political conditions 
of a country and represents a compromise between 
the conflicting interests of producers and consum- 
ers. It also furnishes a basis upon which com- 
mercial relations with foreign countries may be 
regulated. The general character of a customs 
tariff depends largely upon its purpose, whether it 
be primarily for protection or primarily for revenue. 
In the latter case but few articles are taxed. The 
revenue tariff act of Great Britain, for example, con- 
tains only about forty rates and eighteen different 
classes of articles and may easily be printed on four 
or five sheets of ordinary sized paper. On the other 
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hand, the protective tariff of Germany is divided 
into nineteen chapters, contains nearly one thousand 
numbers or rates, and occupies over thirty quarto 
pages of printed matter. 

SX. Contentii of the American Tariff Act/— 

The first tariff act of the United States, passed on 
July 4, 1789, comprised six sectioris with about 
eighty different rates and might easily be printed on 
three sheets of ordinary sized paper. Quite in con- 
trast with this is the present tariff law enacted in 
1897 and known as the “Dlngley Bill.” It includes 
thirty-four sections. Section one is subdivided in- 
to schedules lettered from A to N (inclusive) while 
succeeding sections relate to various subjects such 
as the list of articles admitted free of duty (section 
two), reciprocity, etc. Sections one and two con- 
tain 705 paragraphs. The schedules contajj special 
classes of articles such as “metals and manufac- 
tures of’ (C), “wood and manufactures of” (D), 
etc. The arrangement of paragraphs under each 
schedule is, when practical, alphabetical. For ex- 
ample under schedule N (sundries) there arc beads, 
braids, brushes, etc. Besides indexes and other ex- 
planatory matter the act comprises about eighty 
pages of printed matter. The increased complex- 
ity of the existing law is due in a large measure to 
the growth of protection in the United States. The 
Rwteral character of the act may be shown by the 
lowing table of contents. 
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SCHEDULES 


Each schedule it divided into 

E srsnsphs, consecutive! jr num- 
ered and alphabetically arranted 
(when practical). Each para* 
graph contains »ecia) rates, ad 
valorem cr specific or a combina- 
tion of both. 


A. Chemicals, Oils and 

Paints Nos. ito 86 inclusive 

Earths, Earthenware and 

Glassware “ 8710120 “ 

Metals and Manufactures 

of 

Wood and Manufactures 

of 

Sugar, Molasses and Man- 
ufactures of 

Tobacco and Manufactures 
of 

G. Agricultural Products and 

Provisions 

H. Spirits, Wines and other 

Beverages 

Cotton Manufactures 

Flax, Hemp and Jute and 

Manufactures of 

Wool and Manufactures of 

Wool 

Silks and Silk Goods 

Pulp, Papers and Books. . 

Sundries 

Free List “46410705 “ Sec. 2 

Reciprocity and Special Sections, Sections 3-34 (inclusive) 
Index generally added in special editions 
Administrative Act generally added in special editions 
Index to Administrative Act generally added in special 
editions 

Internal Revenue Law generally added in special editions 
Index to Revenue Law generally added in special editions 


B. 


C. 


D. 


r 


I. 

J. 

K. 

L 

M. 

N. 


121 to 193 
194 to 208 


209 to 212 


213 to 217 

21810288 

28910301 
302 to 322 

32310347 

34810383 
38410392 
393 to 407 
40810463 
46410705 
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5 f. The Free List— In some tariff laws, such 
as the revenue tariff law of Great Britain, certain 
articles are enumerated as dutiable or as prohibited 
and all other goods arc allowed entrance free of 
duty. Many 6f the European tariff laws contain 
schedules or groups in which arc to be found not 
only dutiable or prohibited articles but also articles 
which are entered duty free. Other tariff acts con- 
tain a special or separate “free list” and stipulate a 
certain unifonn rate of duty for all unenumcrated 
articles. This is a feature of the Canadian and the 
American tariff laws. Section six of the latter act 
states ‘'that there shall be levied, collected and paid 
on the importation of all raw or unmanufactured 
articles, not enumerated or provided for in this act, 
a duty of ten percentimi ad valorem, ind on all ar- 
ticles manufactured, in whole or in part, pro- 
vided for in this act, a duty of twenty per centum 
ad valorem.” When imported goods are composed 
of different kinds of dutiable articles which cannot 
be separated it is customary to apply the rate on the 
material having the highest duty. 

53- Tariff Enactment and Administration.— 
The enactment and administration of a tariff de- 
pends upon the political character and constitution 
of a state. They usually come within the purview 
of the central authority. In the United States both 
tariff enactment and administration are matters of 
the federal government, the Constitution providing 
that Congress shall have power to lay and collect 
taes, duties, imposts and excises and to make all 
laws which shall be necessary and proper for carry- 
8q 
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Ing these powers into effect In states lacking po- 
litical unity, however, the enactment and adminis- 
tration of tariff laws are sometimes regulated by 
reciprocal arrangements between central and state 
or local authorities. Thus in Germany the enact- 
ment of tariff laws is, according to the Constitution, 
solely a matter of the Empire, while the collection 
and administration of the duties are left to the sev- 
eral states subject, however, to Imperial supervision. 
A somewhat similar arrangement is in vogue in 
Austria-Hungary. Some states have nominally the 
power of enacting customs tariff laws but these 
laws are administered by an international board. 
This is the situation in China. The finances of 
Egypt are virtually controlled by England through 
an English financial adviser without whose concur- 
rence no financial legislation can be enacted. Ar- 
rangements somewhat analogous to this are to be 
found in several backward countries such as Persia 
and San Domingo. 

54. Territorial Scope of Tariff Laws. — Usually 
tariff laws are co-extensive with the political boun- 
daries of states — exclusive of their colonies. Thus 
the tariff law of Great Britain is applicable to Eng- 
land, Ireland, Scotland and Wales but not to Eng- 
lish colonies which have special tariff acts of their 
own. In the United States the general tariff law 
applies to all the states as well as to all of the con- 
tinental and some of the insular territories of the 
Union. It includes Hawaii and Porto Rico but not 
the Philippines and minor island possessions. In 
some cases tariff laws do not apply to all the con- 
90 



tariffs and tariff systems 


tiguotis territory of a state and in other cases it in- 
cludes foreign contiguous territory. Thus the Ger- 
man customs union (Zolivcrein) did not include the 
free cities of Harnburg and Bremen until 1888 while 
Trieste and Fitime bordering on the Adriatic were 
not incorporated into the Austro-Hungarian cus- 
toms union until 1891. On the other hand, the 
Austrian communities of Jungholz and Mittleberg 
and the independent duchy of Luxemburg arc eco- 
nomically so dependent upon Germany that they 
have been incorporated into the German customs 
union, while for a similar reason the independent 
principalities of Lichtenstein and Monaco have been 
included in the Austro-Hungarian and French cus- 
toms tariff systems respectively. 

55. Revenue Effect of Anticiptted Tariff 
Changes. — Contemplated changes in tariff jjws in- 
fluence imports which arc large in view of a prob- 
able rise in rates as was the case in the United States 
during the months preceding the enactment of the 
high tariff laws of 1890 and 1897 and small when 
existing rates are likely to be lowered, a condition 
existing in the United States prior to the enact- 
ment of the tariff act of 1894. Such conditions arc 
disturbing to business. The French law of 1897 
attempts to lessen this evil by temporarily apply- 
ing the new rates when a law is proposed which 
raises the rates of duty on cereals, wine, animals 
and fresh meat. Should the proposed bill fail to 
become a law the excess revenue thus collected is 
refunded. Spain, Greece, Italy and England have 
s<>mewhat similar regulations. 

91 



COMMERCIAL POLICIES 


56. General or Autonomous Tariff System 

In modem commercial politics there are three prom- 
inent customs tariff systems—the general or auton- 
omous, the general and conventional, and the maxi- 
mum and minimum. The general or autonomous 
is the simplest kind of a tariff and consists of a 
single list of customs duties applicable to the goods 
of all countries without distinction. Such a tariff 
system is solely an act of the legislative branch of a 
government. It takes account primarily of home 
industry and considers foreign commercial relations 
only when the latter are in complete harmony with 
the interests of domestic producers. Nations hav- 
ing a general tariff are handicapped m developing 
their foreign commerce as the system precludes the 
obtaining of trade concessions from other countries 
in return for reciprocal favors. This disadvantage 
coupled with the increasing competition in the field 
of international trade has led many states to modify 
their tariff policy in recent years. The general tariff 
policy has been in vogue in the United States from 
the beginning of our constitutional history although 
some slight modifications have been made since 
1890. It is also the policy in use in many European 
countries, notably in Great Britain, Belgium, Den- 
mark, Holland and Sweden, as well as in most of 
the less industrially advanced countries including 
the Central and South American states. 

57. General and Conventional Tariff System.— 
In this system a general tariff is usually constructed 
and then conventions are made with some countries 
granting them lower rates on certain articles in re- 
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turn for equivalent concessions. In a general tariff 
there is no guarantee against frequent changes in the 
rates but in the conventional tariff there is usually 
a stipulation that rates shall remain unchanged or at 
least be not raised during a certain period. Some- 
times the general tariff rates are purposely made 
rather high in order to form a favorable basis for 
future concessions. The rates must not, however, 
l)c too high owing to the possibility that other na- 
tions may likewise raise their own rates before at- 
tempting to negotiate, or regard the offered conces- 
sions of no real value as was practically the case in 
the American tariff act of 1897. This fact, together 
with the disinclination of the American Senate to 
reciprocate even under such conditions, made effect- 
ive conventional arrangements with foreign coun- 
tries impossible. Germany’s tariff policy is %ter- 
esting in this connection. In 1891 her genera! 
tariff was modified by conventions with Austria- 
Hungary and other countries wherein duties on 
certain articles were not to be raised above a certain 
point before December 31, 1903 Recently a new 
German tariff law was passed which continues the 
general and conventional system. While the con- 
ventional arrangements in the nineties, however, 
had fixed a maximum rate for many products the 
present law maintains a minimum rate in the case 
»f certain agricultural products The general and 
conventional tariff system is found in several 
European countries among them Austria-Hungary, 
ftaly, and Servia while in Asia the new tariff of 
Japan bek»gs in this category. 
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58. Maximum and Minimum Tariff System.^ 

This system differs from the general and conven- 
tional plan in two important particulars. In the 
first place instead of having two rates on only a few 
articles, as is usually the case in the general and 
conventional tariff, it has two rates on most of the 
articles on which duties are imposed and for this 
reason it is sometimes called the double or multiple 
system. In the second place the minimum schedule 
is not drawn up by the executive departments of a 
government as is the conventional usually but is 
framed by the legislative bodies at the same time 
that the maximum schedule is made. In other 
words the legislative power fixes two rates of duties 
for practically all articles in the tariff. These two 
rates register the limits within which rates must be 
fixed by treaty. This system is not without its 
advantages. It tends to give security and stability 
to home industries since domestic producers know 
within what limits the executive part of the govern- 
ment may act in tariff matters. It tends also to re- 
lieve the Executive of responsibility. However, 
there is a disadvantage in this form of a tariff policy 
in that foreign governments know beforehand the 
limitations of the country employing the maximum 
and minimum system. This policy has been adopted 
with various modifications in Spain, France, Russia, 
and in a few other countries. Spain made the first 
move in this respect. Her tariff of 1877 container] 
two columns of differing rates of duties, the mini- 
mum rates applying to those treaty countries to 
which she has guaranteed most favored national 
94 
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treatment, and the maximum rates to all other 
countries. Soon after the shortage of the French 
wine supply due to the destruction of the vines by 
the phylloxera -induced Spain to grant France 
rates in many Ihstances lower than those contained 
in her minimum tariff, in order to obtain from 
France special favors for her wine interests. Latce 
other modifications of her minimum rates were 
made in favor of Germany, Belgium, Italy, Swe- 
den and Norway and Switzerland and since all 
these concessions must be granted to all countrioe 
which were guaranteed most favored nation treat- 
ment by treaty the effect was a general lowering 
of her minimum rates. During the nineties in at- 
tempting to remedy this unfavorable situation by 
alK)lishing her most favored nation agr^ents she 
U'came involved in tariff wars with other copitries. 
France adopted a maximum and minimum tariff 
system in 1892 which immediately involved her in a 
tariff war with Switzerland and led her in 1895 
grant the latter several rates which were lower than 
those contained in the minimum list. As she was 
compelled to grant these concessions to all favored 
nation countries the general effect was a lowering 
of her minimum rates. France like Spain has dem- 
onstrated to her own satisfaction the incompatibility 
of the maximum and minimum system and the most 
favored nation treaties and this has led her to abolish 
the latter, as far as possible, and negotiate on a quid 
ffo quo basis. 

Russia's experience with the maximum and mini- 
®oin tariff system is not widiout interest. In 1893 
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she adopted with slight modifications the existing 
rates of the tariff act of 1891 as her minimum rates 
while her maximum rates were to be an added thirty 
per cent for imports of manufactured goods, and 
twenty per cent, for partially manufactured goods 
while in general no additional rates were to be levied 
on the imports of raw materials. She became in- 
volved in tariff troubles with other countries, the 
result being that she really ended by having three 
tariffs — a minimum one applicable in general to 
most favored nation countries, a conventional tariff 
offering exceptionally low rates to a few countries, 
notably to Germany, while her maximum tariff as- 
sumed more the nature of a war tariff. One of the 
most recent tariff laws, that of Canada, besides the 
maximum and minimum schedule, provides for a 
third rate on British imports. A discussion of such 
preferential rates belongs to a succeeding chapter. 

BIBLIOGRAPHY 

A. Same as bibliography for chapter V. Consult es- 
pecially Modem Tariff Systems (with biblic^aphy) in 
Mon. Sum. Com. and Fin. for Feb. ’02 and Mar. ’04. 

SUGGESTIVE TOPICS AND QUESTIONS 

1. What were the tariff relations between the United 
States and Porto Rico during the year following the 
Spanish-American War? What change has since been 
made? Were the reasons for the change political or 
economic? 

2. What are the existing tariff relations between the 
United States and the Philippines? What do President 
Roosevelt and Secretary Taf recommend? Why? 

3. * What control has the United States over the finances 
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o{ San Domingo? Is it a bad precedent? (Executive E 
Confidential. 59th Congress, 2nd session). 

4. An American writer attempts to prove that the tariff 
of 1890 was more a free trade law than the tariff act 
of 1883 beause.Jthe free list of the former contained more 
articles than the free list of the latter. Wherein lies the 
fallacy of such a presentation? 

5. There is an exception to the statement in the text 
tnat the Porto Rican tariff is the same as the American 
law. An import duty is levied on coffee in Porto Rico 
and it is on the free list in the American tariff law. How 
do you aaount for this? 



CHAPTER VIII. 


CUSTOMS 

AD VALOREM, SPECIFIC AND DIFFERENTIAL 
DUTIES 

59. Introduction. — As already stated there are 
two kinds of customs duties, ad valorem and specific. 
The former are duties based on values and meas- 
ured in percentages. Thus in the American tariff 
act we find that pearls in their natural state pay a 
ten percentum ad valorem duty when imported 
which means that for every dollar’s worth brought 
into the country the government exacts a payment 
of ten cents. Specific duties are those based upon 
a unit of weight or measure and are measured in 
payments per pound, ton, kilogram, dozen, quart, 
liter, etc. In the American tariff law, for example, 
lard pays an import duty of two cents per proof 
gallon. Sometimes there is a combination of both 
kinds of duties which are generally spoken of as 
“compound” duties. This is especially common in 
the American law. Saccharine, for example, pays 
an import duty of one dollar and fifty cents per 
pound and ten percentum ad valorem. 

All tariff laws do not have the same general char- 
acter. The most common kind, however, is a tariff 
in which specific import duties predominate. This 
characterizes the tariff laws of most of the European 
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iitcs, many of the Central and South American 
countries, including Mexico, and that of the South 
African Customs Union. The next most common 
class of cus^ofns tariffs is that in which ad valorem 
import duties largely prevail. In this category be* 
long many of the South American states, Canada, 
Newfoundland, New Zealand, Japan, Egypt, Mor* 
occo, and Bulgaria. Tlie United States really be- 
longs in this class although the large number of 
.specific and com[xMind duties aImo.st places this 
country in a class by itself.* Several minor states 
have a general import and export rate which is 
largely or entirely ad valorem. In this class bebng 
the Malay Statc.s, Dutch East Indies, British North 
Borneo, Cyprus, Sudan and Turkey. The last two 
have each a general eight per cent, import and a one 
per cent export duty. Likewise some ofihe smaller 
states including Persia, Servia and French Indo 
China have export and import duties in which speci- 
fic duties predominate. 

6o. Advantages and Disadvantages of Ad Val- 
orem Duties. — The principal advantage of ad va- 
lorem rates is their adaptability to changing market 
conditions. The amount of the duty increases or 
diminishes with the rise or fall in the price of the 
imported article. Likewise the finer or higher 
priced goods pay proportionally the same as the 

'll* MMlitiditv ol the Aflierkaa UtHff law I* ahown from th* liil 
that fhtrt ar* iffMOsimatcIy Ss** ad vatorem, lodo aiHieific and 
compotHid ratta hmMm acarly aooo rate* to th* fr«a Ufl, 

Excfuiwt al Um lalttr, tlwrdorc, there are over tiooo different raf|a 
9i duty in th* gr a wt lew. (See U. S. Tariff Law mtldiilmd to *0i«^ 
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lower grades. The duty is thus equitable when 
properly applied. There are, however, many serious 
disadvantages in the use of ad valorem rates. They 
are difficult and expensive to administer both be- 
cause of the temptations of importers to undervalue 
their goods in order to escape the full payment of 
duties and because of the large number of expert 
officials required to determine properly the various 
rates of duties. Many opportunities for fraudulent 
practices are open not only to importers but also to 
government officials and although very severe penal- 
ties have been enacted to overcome these evils they 
have not proven entirely effective. One of the diffi- 
culties in applying ad valorem duties is the determin- 
ing of a correct value basis as expressed in price. 
Should the latter be the price at the place of pur- 
chase, at the port of departure or at the port of 
entry? Should the price include storage, packing 
or transportation costs? Should it be the wholesale 
or retail price? The American Customs Adminis- 
tration Act stipulates that ad valorem rates “shall be 
assessed upon the actual market value or wholesale 
price of such merchandise as bought and sold in 
usual wholesale quantities, at the time of exporta- 
tion to the United States, in the principal markets 
of the country from whence imported, and in the 
condition in which such merchandise is there bought 
and sold for exportation to the United States, or 
consigned to the United States for sale, including 
the value of all cartons, cases, crates, boxes, sacks, 
and coverings of any kind, and all other costs, 
charges, and expenses incident to placing the mer- 
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dundiM in condition packed ready for shipment to 
the United States, and if there be used for covering 
or holding imported merchandise, whether dutiable 
or free, any . unusual article or form designed for 
use otherwise than in the bona hde transportation 
of such merchandise to the United States, additional 
duty shall be levied and collected ujxin such material 
or article at the rate to which the same would be 
subject if separately imported/’ (Sec. 19). 

61. Advantages and Disadvantages of Specific 
Duties.— The chief advantage of specific duties 
rests in the simplicity and cheapness of their admin- 
istration. Custom.s officials have, for the most part, 
only to weigh, measure or count the merchandise 
cro.ssing the national boundaries— a procedure in- 
volving but little technical skill, exf)ense or oppor- 
tunity for fraudulent practices and aiding spimmerce 
by the speed of its execution. The principal dis- 
advantage of specific duties is that they are inequit- 
able. Coarser and cheatjcr good.s are generally 
taxed proportionally higher than the finer and more 
expensive articles, while the opfK)site rule should 
prevail. For example if imported cotton cloth were 
taxed ten cents a yard regardless of quality the 
cloth worth five cents per yard would be paying a 
duty equivalent to two hundred per cent, while the 
material worth fifty cents per yard would escape 
with a duty of only twenty per cent. This inequal- 
ity is partially obviated by arranging merchandise in 
groups haled upon the degree of manufacture, tlM 
fetencss of the goods or upon some other common 
^* 9 ^ and ap{dying special rates to particular gnmpli 
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Some such general method of grouping is charac- 
teristic of nearly all customs tariffs. 

An important point to consider in regard to spe- 
cific duties is whether they are levied on net or gross 
weight or measure. The duty ought naturally to 
be based upon the article exclusive of the packing 
but as the removal of the latter for the purpose of 
obtaining net weight or measure would often be a 
serious damage to the goods or would delay com- 
mercial transactions, many tariff laws make a legal 
allowance known as tare, on various kinds of ar- 
ticles. 

6a. General Method of Tariff Administration.— 

For the purpose of guarding general interest, es- 
pecially the financial interests of the government 
and the protected interests of producers, various 
methods of tariff administration have been adopted 
in different countries to carry out the purposes of 
the law regarding the levying of correct duties, the 
settlement of disputes regarding customs matters 
and the like. In the United States tariff adminis- 
tration rests primarily with the Treasury Depart- 
ment and secondarily with the State Department. 
The courts also play an important role. All im- 
ported goods exceeding one hundred dollars in 
value must be accompanied by an invoice sworn 
to before an American consul at the place of ship- 
ment. These invoices are usually made out in trip- 
licates, one copy being kept on file in the consulate, 
one being sent to the collector at the port of entry 
in the United States, and the third being given to 
the exporter for transmittal to the importer or con- 
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8%nee. If goods are destined for an interior point* 
a fourth certified invoice is issued to the shipper 
who in turn sends the invoice he receives from the 
consul to the merchant to whom he has sold the 
goods. The invoice, together with any information 
obtained from other sources such as trade reports, 
government statistics and American treasury ex- 
perts stationed in foreign countries, furnishes the 
basis of valuation for purposes of levying the 
duty. The value of all goods imported in the 
United States is determined, in the first place, by a 
local appraiser. In case of dissatisfaction cither on 
the part of the collector of customs or of the im- 
porter, appeal may be made to a general appraiser 
and finally to a board of three general appraisers 
whose decision “shall be final and conclusive as to 
the dutiable value of such merchandise gainst all 
parlies interested therein/' As regard the rate and 
(mount of duties the decision rests, in the first in- 
stance, with the collector of customs. In case of 
dissatisfaction on the part of the importer or con- 
signee with his conclusion the facts may be referred 
to a board of three general appraisers. From its 
decision appeal may be made either by the govern- 
ment or by the importer to the circuit court of the 
United States within the district in which the matter 
arises “for a review of the questions of law and fact 
involved in such decision.” This conclusbn is final 
iinlesf tile court or judge “shall be of the opinion 
^t the question involved is of such importance as 
to require a review of sneh decision Sttpreme 
Court of tibe United States.*' 
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Some countrits, notably Germany, Spain and 
Austria have public mercantile commissions which 
render assistance, in an advisory way, in matters of 
tariff administration, especially as regards dutiable 
values. Appointments to these commissions are 
usually made by the Minister of Commerce upon the 
recommendations of chambers of commerce. 

63. Payment of Customs Duties. — As a general 
rule the standard money of a country is receivable 
in payment for its customs duties. Some states, 
however, having depreciated currencies, require 
these taxes to be paid in gold. One result of this 
is virtually to raise existing imposts, a condition 
which has brought ineffectual remonstrances especi- 
ally from countries having commercial treaties with 
the offending nation. When Russia in 1877 and 
Austria-Hungary in 1878 enacted that imposts be 
paid in gold the effect was to enhance the prevailing 
rates of duty thirty-three and fifteen per cent, re- 
spectively. Another result of requiring gold pay- 
ments in depreciated currency countries is to in- 
crease the gold reserve, a situation especially ad- 
vantageous for countries having interest to pay on 
foreign loans. This was practically the situation 
in the United States as a result of the Civil War. 
At that time large amounts of depreciated paper 
money were issued which were receivable in payment 
for all public dues except duties on imposts and of 
all claims against the United States except interest 
on the public debt. This was virtually a require- 
ment that import duties be paid in coin. However, 
in 1879 when the so-called “greenbacks” or United 
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States notes came to a par with gold the require* 
ment of coin payment was revoked by an order of 
the Secretary of the Treasury so that at the present 
time not only gold coins and silver dollars but also 
“United States demand notes, United States Treas- 
ury notes, and certificates of deposit of gold coin 
and bullion and of standard silver dollars of the 
United States arc receivable for duties at their nom- 
inal value in unlimited amounts.” 

64. Discriminating Duties on Vessels and their 
Cargoes. — Duties of this kind arc such as discrimi- 
nate in favor of domestic vessels and their cargoes 
by levying a higher rate of duty U})on foreign than 
upon native ships and cargoes. The Navigation Act 
of Cromwell aimed to foster the carrying trade of 
England by forbidding the importation of mer- 
chandise except in English vessels or in siiips be- 
bnging to the exporting country, but later this pro- 
hibition was replaced by discriminating duties* 
Such discriminations formed a prominent feature 
of the Mercantile System but have largely lost their 
importance in existing commercial politics. France 
however, and in a less degree Spain, have compre- 
hensive systems of surtaxes upon goods indirectly 
imported. Somewhat anatogous to this are the tariff 
reductions which some states make on goods im- 
ported by water rather than by land. For instance 
tea and cofee imported into Austria-Hungary at 
the ports of Trieste and Fiumc pay a lower rate 
than when imported at the land frontier, the pur- 
pose of course being to divert traffic from the north- 
ern ports of Europe. 
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In the United States one of the first acts of the 
government under the Constitution was to pass a 
discriminating tonnage law. In the present Ameri- 
can tariff act a discriminating duty of ten per cent 
in addition to the duties imposed bv law, is levied 
upon merchandise imported into the United States 
in foreign vessels but this law is unimportant since 
it does not apply to the merchandise imported in 
foreign vessels entitled by treaty to be entered in 
the ports of the United States upon the payment of 
the same duties as in the case of American vessels 
(Section 22). Likewise imported merchandise is 
subject to forfeiture unless entered in vessels of the 
United States or in such foreign vessels as belong 
to citizens or subjects of that country of which the 
goods are the growth, production or manufacture 
or from which such goods can only be or most usu- 
ally are first shipped (Section 23 of Tariff Act of 
1897). This provision has but little value being in- 
applicable to the vessels or goods imported in vessels 
of a foreign nation which does not maintain a simi- 
lar regulation against vessels of the United States 
(Section 24). A provision of the law, however, 
should be noted which stipulates that an additional 
duty of ten per cent, must be paid on goods “which, 
being the production or manufacture of any foreign 
country not contiguous to the United States, shall 
come into the United States from such contiguous 
country.’* The purpose of this law is to divert from 
Canadian railroads goods imported into Canada but 
destined for consumption in the United States. 
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65. Interitttc Prefcrentitl Duties.— Preferen- 
tial duties may have for their purpose the develop- 
ment or maintenance of closer economic or political 
relations betwf^n certain states. They may be em- 
ployed when two countries are politically united but 
the peculiar character of their economic develop- 
ment prohibits entire freedom of trade as was the 
case, until recently, in Norway and Sweden. Some- 
times they are resorted to where free trade between 
two slates or territories is contemplated but . can 
only be brought about gradually without disturbing 
industrial conditions. Thus free trade between the 
United States and Porto Rico and also between 
Russia and Finland was preceded by moderate in- 
terstate tariff reductions. Likewise two or more 
politically inde|x;ndent states may hate such close 
commercial relations that complete economU separ- 
ation would lessen their industrial independence. 
This is the explanation for the existing preferential 
customs duties between Spain and Portugal. Fin- 
ally the best example of interstate preferential du- 
ties exists in the so-called customs union or Zoll- 
verein in which several independent states unite up- 
on a basis of free trade among themsclvs, and a 
common customs tariff for commercial intercourse 
with foreign countries. The most conspicuous ex- 
ample of such a union was the German Zollvercin 
which was formed in 1834. Such federated or con- 
federated states as Austria-Hungary, Australia, 
South Africa, Germany, Dominion of Canada and 
the United States are in reality great tariff unions. 
The American Constitution gives Congress the right 
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to regulate commerce with foreign nations and 
among the several states, the only restriction being 
that “all duties, imposts and excises sliall be uni- 
form throughout the United States.” The other 
customs unions are organized on much the same 
basis as in the American union. Such a develop- 
ment presupposes on the one hand a partial loss of 
individual state sovereignty and on the other hand 
the growth of centralized political authority. 

66. Colonial Preferential Duties. — For the pur- 
pose of fostering commercial and political relations 
between independent states and their colonies prefer- 
ential customs and tonnage duties were universally 
applied during the colonization period which fol- 
lowed in the wake of the great discoveries. Spain 
held to this policy until all her colonies were lost 
and Holland governed her East Indian possessions 
upon a preferential basis until 1872. France has in 
recent years resorted to a very comprehensive plan 
of granting more favorable tariff rates on colonial 
than on foreign imports. England’s policy during 
the sixteenth and seventeenth centuries was much 
the same as that of other Europan colonial powers 
excepting that it was not so vigorously applied. Dur- 
ing the first half of the nineteenth century, however, 
her colonial preferential duties were abolished and 
trade with her colonies has been since then open 
to other countries upon the same basis as that en- 
joyed by the mother country. In recent years, how- 
ever, intense international competition and the 
growth of protection not only in foreign countries 
but also in British colonies has threatened England s 
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commercial supremacy and has evoked an agitation 
favorable to preferential customs duties between 
Great Britain and her colonies. In fact some of 
the latter, notably Canada, South Africa, and New 
Zealand have already embarked upon the plan and 
England is considering whether she can recipro- 
cate. The leader of the movement is Mr. Joseph 
Qambcrlain. The United States in its recently ac- 
quired colonies inaugurated the ]X)licy of preferen- 
tial treatment. In the case of Porto Rico this has 
ilcvelopcd into free trade. 

67. Countervailing Duties.— Some countries pay 
premiums or bounties to domestic producers on the 
exportation of certain products. The effect in many 
instances is to discourage the production of such 
articles in the importing country. If the latter 
maintain a protective import duty it may l!e ren- 
dered ineffective by such an export bounty. Until 
recently there have been export bounties on beet 
sugar in many European countries. These have 
been offset in the United States and in British In- 
dia by countervailing duties the purpose being to 
protect the domestic sugar producers. Section five 
the American tariff act states “that whenever any 
country, dependency, or colony shall pay or bestow, 
directly or indirectly, any bounty or grant upon the 
exportation of any article or merchandise from such 
countr)', dependency or colony, and such article or 
nierchandise is dutiable under the provisions of this 
act, then upon the importation of any such article 
or merdiaiidise into the United States . , . there 
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shall be levied and paid .... an additional duty 
equal to the net amount of such bounty.” 

68. Retaliatory Duties. — Retaliatory duties arc 
rates higher than those contained in the regular tariff 
and are levied in exceptional cases upon goods im- 
ported from certain countries. They may be em- 
ployed because one nation objects to what it regards 
an unreasonable tariff law of another country, as w as 
the case in the tariff war between Austria-Hungary 
and Roumania (1886-1893), the former nation ob- 
jecting to the exceptionally high tariff of the latter. 
Sometimes such duties are applied because one na- 
tion considers that other countries have been treated 
more favorably than itself. This was the reason 
for the Russian-German tariff war (1893-1894). 
Russia being the aggrieved party. Again retalia- 
tory duties have been used after a commercial treaty 
has lapsed and attempts to negotiate a new one have 
resulted in failure owing to unreasonable demands 
or treaty disinclination of one of the interested par- 
ties. In this category belong the tariff wars be- 
tween France and Italy (1888-1892), France and 
Switzerland (1893-1895), and Germany and Spain 
(1894-1895). 

The power of applying retaliatory duties is gen- 
erally placed, by legislative enactment, in the hands 
of the Executive. Section five of the American 
law of March 3, 1891, prescribes that in case a for- 
eign country unjustly discriminates against Ameri- 
can products, the President “may direct that such 
products of such foreign states so discriminating 
against any product of the United States as he may 
no 
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deem proper shall be excluded from importation to 
the United States.*’ Similar regulations exist in 
many other countries but generally the power of the 
Executive is itpt so extensive as in the American 
law, often being shared by one or both of the legis- 
lative houses or limited as to the height of the ad- 
ditional duties that may be levied. The German 
law, which may be taken as a type, reads as follows : 
“Goods proceeding from countries that treat goods 
or ships of German origin less favorably than those 
of other countries, may in so far as existing treaties 
are not thereby violated, be burdened with a surtax 
ranging up to one hundred per cent, of the tariff 
duty imposed on such goods, and goods free of 
duty may, in virtue of a tariff made under the same 
conditions, be burdened with a duty ifp to twenty 
{)er cent, ad valorem. The levying of any sifeh sur- 
tax will be enforced by an Imperial order after the 
consent of the Bundesrath has been obtained to it. 
The Imperial order is to be communicated at once 
to the Reichstag, or if the Reichstag be not in ses- 
sion, when it next meets. The same shall no longer 
be enforced when not approved by the Reichstag.” 
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SUGGESTIVE TOPICS AND QUESTIONS 

1. Suppose the duty on certain goods imported into the 
United States exceeds the value of the goods plus the bond 
guaranteeing the payment of the duty and the goods and 
bond are sacrificed; does this free the importer from lia- 
bility? (U. S. V. Cobb, II Fed. Rep. 76). 

2. Suppose the goods are accidentally destroyed after 
importation, is the importer relieved thereby from the 
payment of duty? (Wolfe v. Howard Ins. Co. i Sandf. 
(N. Y.) 124, affirmed 7 N. Y. 583; Ferry v. U. S. (C C 
A.) $5 Fed. Rep. 550. 

3. May an import duty be levied upon merchandi^f 
shipped from one domestic port to another when the ves' 
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ftcl has touched an intennediate foreign port? (Am. and 
Eng. Encyc. Law, XXIV., p. 892). 

4. Customs duties arc levied in the United States only 
on goods imported from foreign countries. Are the Phil- 
ippines and Porto Rico foreign countries? If not may we 
levy duties on'gobds imported from thence? The Consti- 
tution states that ‘*a]l duties, imposts and excises shall be 
tmiform throughout the United States.” Are the Phil- 
ippines and Porto Rico a part of the United States and if 
m must not the same rate of import duties be applied to 
them that arc collected in the United States and must there 
nut be free trade between them and the United States? 
Consult the fol: De Lima v Bidwcll, 182 U. S. 243; 
Dooley v. U. S., 182 U. S,, 222; Armstrong v. U. S., 

182, U. S. 243; Goetze v. U. S., 182, U. S., 221, re- 
versing 103 Fed. Rep. 72 ; Fourteen Diamond Rings v. U. S., 

183, U. S., 176; Downes v. Bidwell, 182, U. S., 244. Sec 
also Willoughby’s Amer. Con. System Chapters X.-XIV. 

5. Estimate the loss of revenue to the United Spates 
government for any one year on the supposition that im- 
ported goods paying an ad valorem rate of duty ^e under- 
valued fifty per cent. (Statis. Abs. of U. S.), 

6. Are there any provisions in American law regard- 
ing retaliation besides those mentioned in the text? (See 
Tariff Act of 1897). 

7 - What is the meaning of Pan- Americanism? Is 
there any likelihood of an economic union of the States of 
I'lcwrth and South America? Since the independence of 
the South American states how has their trade with the 
United States increased as compared with the increase of 
the foreign commerce of the United States, (a) with the 
world, (b) with Europe and (c) with Great Britain? (An- 
nual volume on Commerce and Navigation; World's W, 
Ja. *oy, N. Am. R., Feb. ’02). 

8. What is the character of modem smuggling? 
(Forum IL, 69, 1886). 

9. MThat arc the arguments in favor of a British pref- 

tariff? (Ashley's Tariff Problem). What are 
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the arguments against? (Money’s Elcm. of Fiscal Prob- 
lem; Smart’s Return to Protection). 

10. What has been the effect of the Canadian pref- 
erential tariff on the t»'ade between Canada and Great 
Britain? (Herbert and Montague, Canada and the Em- 
pire; also Smart’s Return to Protection, Ch. XXIII.). 

11. What arc the penalties in the United States for 
under-valuations? Does the law seem to be severe enough? 
(Tariff Adm. Act. ; Cus. Reg. of U. S. ; Goss’ Tariff Admin, 
of U. S.). 

12. How are values determined in foreign customs 
tariffs? (Kelley’s Tariffs of World; also special Con. Rep. 
of U. S., 1892-1900). 

13. What do consular invoices contain? Suppose it 
is impossible for an importer to produce the sworn in- 
voice? (Tariff Admin. Act and U. S. Customs Regula- 
tions). 

14. Are the following legal tender for the payment of 
customs duties—Trade dollars, fractional currency, bank 
notes? (Cus. Reg. of U. S.). 

15. Make a study of the customs tariff law of any one 
country with reference to the grouping of duties. (Kelley’s 
Customs Tariffs). 

16. Give a careful account of one of the tariff wars 
spoken of in the text (consult general bibliography of the 
chapter). 

17. Why was the countervailing duty in the United 
States tariff act of 1890 changed in the law of 1897? 

Rel. of U. S., 1894-1898). 

18. Is there any difference between discriminating and 
retaliatory duties? 

19. What are the regulations in Italy, France and 
Switzerland regarding retaliatory duties? (Sec Kelley’s 
Tariffs of World). 

20. Suppose that a voyage is changed and a ship enters 
Galveston instead of New York while the consular in- 
voice is sent to the collector at the latter place, what hap- 
pais? (Customs Regulations of U. S.). 
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CUSTOMS 

ADMINISTRATIVE INSTITUTIONS 

69. Ports of Entry and Ports of Delivery.— 
As an aid to tariff administration laws generally 
provide that imported goods may be entered or 
delivered only at certain specified places. A port 
of entry is therefore any locality, generally on the 
coast or frontier, where imported goods may be 
entered, while a port of delivery is either a border 
or inland point which a government desi^ates as 
the place where goods may be delivered to the im- 
porter upon the payment of customs duties and 
other charges. All ports of entry are generally also 
ports of delivery, but all ports of delivery are not 
ports of entry. According to the customs laws of 
the United States, merchandise on reaching the port 
of delivery may be entered for immediate con- 
sumption in which case it is appraised, classified 
and delivered to the importer on payment of the 
estimated duty, or it may be entered in bond for 
appraisement and storage in any public or private 
***>n<Ied warehouse which may be at the port of entry 
or at one of the numerous ports of delivery in dif- 
ferent parts of the United States. 

70* Meaning and Advantages of Bonded Ware* 
A bonded warehouse is a warehouse In 
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which articles are stored under bond, free of taxes 
or duties except incidental storage dues, while 
cither waiting to be entered for domestic consump- 
tion upon the payment of the regular internal reve- 
nue taxes or import duties, or to be forwarded to 
foreign countries without the payment of taxes or 
duties. The warehousing system, which has gen- 
erally been adopted by leading commercial nations, 
is a credit system whereby the government extends 
the time for the payment of duties or taxes upon 
goods, in the meanwhile retaining possession of the 
goods as security. Such a system has an important 
economic advantage to manufacturers or importers 
since immediate payment of duties or taxes would 
often involve large and unremunerative investments 
of capital. It is also a plan which offers great con- 
venience since the importer or manufacturer has 
access to the goods and may dispose of them at any 
time by paying the duties, excises and storage dues 
if sold at home, or simply the storage dues if sold 
abroad. There are two general classes of bonded 
warehouses, those for imported goods and those 
for domestic products. The articles most promi- 
nently identified with the latter class in the United 
States are those of distilled spirits and of tobacco. 
The bonding of commodities under the internal 
revenue system is, however, only indirectly related 
to foreign commerce. 

71. United States Bonded Warehouses for Im- 
ported Goods. — The warehousing system was 
adopted in the United States in 1846, but has been 
modified from time to time by subsequent legisla- 
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tion. It did away with the method of allowing 
credits on imports, the immediate payment of duties 
being postponed only on those goods which are 
stor^ in bond^ warehouses. The Customs Regu- 
lations of the United States contain the following 
classification of bonded warehouses : 

Class I. Government bonded warehouses which 
arc owned or leased by the government and exist 
in those ports where there are no private bonded 
warehouses or where they are inadequate. 

Qass 2 . Importers bonded warehouses which 
contain exclusively the goods of large importers. 
These are private bonded warehouses and the owner 
must pay for the services of the customs officials 
in charge of them, as in the case of all private 
bonded warehouses. ^ 


Gass 3. Private bonded warehouses used for 
the general storage of imported goods. Under 
government supervision these do a large part of 
the warehousing business. 


Gass 4. Private bonded warehouses consisting 
of yards or sheds for the storage of wood, coal, 
molasses, sugar in hogsheads or in tierces, railroad, 
pig and bar iron, and other heavy articles. 


5. Private bonded warehouses consisting 
of bins or parts of buildings or of elevators to be 
used for the storage of grain. 

6. Private bonded warehouses for the 


**^ufactwc for exportation, of articles made in 
or in part of imported materials ; or of ma- 
«%ect to mtcmal revenue taxes ; also for tile 
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storage and cleaning of imported rice intended for 
exportation. 

Gass 7. Private bonded warehouses for smelt- 
ing and refining imported ores and crude materials 
intended to be exported in a refined but unmanu- 
factured state. 

Finally, in this connection mention should be 
made of the. bonded railroad cars which might be 
called warehouses on wheels. While goods are in 
transit such cars serve the purpose of bonded 
warehouses. 

7a. General Regulations Regarding United 
States Bonded Warehouses for Imported Goods. 

— The regulations regarding the reception and 
custody of goods are substantially identical in all 
classes of bonded warehouses in the United States. 
Some articles such as perishables and explosives 
are not entitled to storage. The importer or owner 
of the stored goods may withdraw them from 
bonded warehouses upon the payment of all charges 
at any time during the credit period of three years 
provided by law. Goods not withdrawn within 
that time are sold by the Government, the proceeds 
of the sale being used to defray the accruing 
charges, and the balance, if any, being returned to 
the owner or importer of the goods. Should the 
proceeds be insufficient to pay the charges, the bal- 
ance is collected upon the warehouse bond, by suit 
if necessary. 

73. Free Ports.— A free port is a maritime com- 
mercial centre whose harbor is open to the com- 
merce of the world free from customs supervision 
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or from the payment of customs duties. In these 
ports ships may load or unload, manufacturing may 
be carried on or goods may be bought or sold with- 
out interference from the fiscal authorities except 
in the way of regulations to enforce payment for 
the rendering of specific services such as wharfage, 
storage and the carrying out of police and sanitary 
measures. Free ports arose in the beginning of 
modem history when states were small and gov- 
ernments decentralized, in order to facilitate the 
increasing transit trade which resulted from the 
growth of commerce after the Crusades and the 
great maritime discoveries. Italy was the first 
country to adopt this institution, most of her im- 
porant commercial cities becoming free ports during 
the sixteenth and early part of the seventeenth cen- 
turies. All her free ports were, however,^boli8hed 
in 1865, .soon after Italian unity had been estab- 
lished. In France Colbert accepted the principle 
of free ports and applied it to Marseilles in 1669. 
Other French cities were made free ports during 
the eighteenth century, but all were abolished at 
the time of the Revolution, and although tempo- 
rarily restored in 1814 they did not long survive. 
In Austria and Hungary Trieste and Fiume were 
declared free ports in 1719. The free port of the 
former was temporarily abolished during French 
<toination, but was restored in 1806. In 1891 
^>oth cities became incorporated in the Austro-Hun- 
garian tariff union. In Germany Altona was the 
free port (1664). The Hanseatic cities of 
I-ibedc, Bremen and Hamburg were politically in« 
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dependent for centuries and were practically free 
ports. After 1834 there was earnest agitation for 
their incorporation into the German Zollverein. 
Liibeck joined the tariff union of the North German 
Confederation in 1867, and Hamburg and Bremen 
were incorporated into the tariff union of the Ger- 
man empire in 1888. Other free ports have at 
different times been temporarily established in Bel- 
gium, Roumania and Russia. The only English 
free port in Europe is Gibraltar. The institution 
has, however, been employed in several European 
colonies or settlements, the most noteworthy in- 
stances being Aden, Singapore and Hong Kong. 

74. Free Districts.— It appears from the fore- 
going that free ports have been generally abolished 
in European countries since they hinder the growth 
of nationality. They have been replaced by the 
bonded warehouse system and by the free district. 
The latter is a space or zone within which com- 
mercial operations may be carried on without the 
payment of customs duties and without active in- 
terference on the part of customs authorities. A 
free district is therefore a part of a free port, differ- 
ing from the latter principally by being much more 
restricted both as to area and as to scope. It must, 
however, be sufficiently large to fulfill all local re- 
quirements affecting commercial operations. In 
most of the European countries where free ports 
existed, free districts have taken their place. Such 
institutions have been established in the important 
German coastal cities, in Copenhagen, and a move- 
ment is under way looking toward their formation 
xao 
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in France, Belgium and other countries. They arc 
generally supplemented by the bonded warehousing 
system which is practically the only plan in vogue in 
England and.jn the United States. 

75. Proposed American Free Districts.- There 
are no free districts in the United States, such as 
are found in European countries. Their advisa- 
bility, however, has been more or less discussed. 
Mr. Shaw, late Secretary of the Treasury, is an 
advocate of a “bonded zone for export,” an insti- 
tution somewhat analogous to the free district. 
His scheme, as recently published in the news- 
papers, is as follows : 

“Suppose instead of a bonded factory, we bond 
a well defined section of land containing, if you 
please, several thousand acres. Within this bonded 
territory all kinds of factories could fi? entered 
without the payment of duty. This port should, of 
course, contain no dwellings. I would allow free 
coal and every other element of manufacture ex- 
cepting labor to be entered free. In other words, 
this free port should be a great consumer of Ameri- 
can labor, the product of which, under the most 
encouraging conditions, should be for export and 
for export only. If it was removed from the port 
for the purpose of domestic consumption it should 
pay the same duty as if imported from abroad. I 
not see wherein the American people could be 
harmed by such a policy, and it would result in 
^awMshing employment to those who choose to live 
^*®*cath our consume our products and work 

the American scale of wages. All New Eog^asid 
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would be benefited by such a port somewhere on the 
north Atlantic coast. A similar port should be es- 
tablished in the vicinity of Norfolk and another on 
the gulf. It will take time to develop the thought, 
but it is in absolute harmony with the present bonded 
warehouse, bonded factory and drawback policy, 
and we have the example in the free ports of Ger- 
many.” 

76. Frontier Traffic in the Narrower Sense.— 

National boundary lines have often been established 
more with reference to political considerations than 
to the economic interests of those living on the 
frontier. Sometimes such lines divided individual 
properties so that the same person owned land in 
two different states. When customs administration 
was ineffective and smuggling was more the rule 
than the exception, the inconvenience of artificial 
boundaries was easily evaded, but such conditions 
became incompatible with the development of na- 
tional industrial life. Special privileges, however, 
have been granted in many instances to those living 
on the frontier, such concessions generally securing 
free transit over the border and exemption from 
customs duties on certain articles within a definitely 
prescribed zone on both sides of the boundary. 
Such regulations are found in many general tariff 
laws and in commercial treaties between several of 
the countries of Western Europe, These provisions 
are spoken of as regulating "frontier traffic in the 
narrower sense” in contradistinction to "frontier 
traffic in the wider sense,” or border concessions 
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which have been extended to include an entire 
country. 

77. Meidcan Free Zone.— The Mexican Free 
Zone, which.. was recently abolished, was a strip of 
land about twelve and one-half miles wide extend- 
ing along the entire northern boundary of Mexico. 
It was not strictly a free zone since goods entering 
it paid eleven and one-half per cent, of the regular 
tariflp, the balance being paid if they were conveyed 
to any other part of Mexico. It was originally 
established along a part of the northern boundary 
in 1858 and extended in 1885 across the entire 
frontier of the North in order to discourage the 
emigration of Mexicans to the United States. 
Formerly there were much higher federal and state 
taxes in Mexico than in the United Slates, the result 
being that the cost of living in the MexfPkn towns 
along the border was more than in the neighboring 
Texan towns. At first all foreign goods entering 
the Zone were exempted from all duties, excepting 
State and Municipal taxes, but when the United 
States raised its customs duties the rate payable on 
entering the Free Zone was gradually raised to 
eleven and one-half per cent, of the regular Mexi- 
can tariff rates. 

Furthermore, the fall in the price of silver acted 
as a protective tariff, even in the Free Zone, and the 
Mexican Government in 1891 decided that goods 
^manufactured in the Zone should pay duty when 
Miported into the interior. This provision practi- 
put an end to manufacturing in the Free Zone 
**®ce advantage of low cost of raw materials it 
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balanced by the two high tariff walls by which the 
2^ne is hemmed in. 

78. Treaty Ports.— Treaty ports are ports open 
to commerce by virtue of international agreements. 
Such ports permitting trade between the Occident 
and certain Oriental centres in China and Japan 
have been secured through numerous treaties since 
the middle of the nineteenth century. The first 
treaty ports in China were by virtue of the Nanking 
treaty of 1842 between the Celestial Empire and 
Great Britain. These concessions were also granted 
to other nations, article III of the treaty of 1844, 
between the United States and China, stipulating 
that “the citizens of the United States are permitted 
to frequent the five ports of Kwang-chow, Amoy, 
Fuchow, Ningpo and Shanghai, and to reside with 
their families and trade there, and to proceed at 
pleasure with their vessels and merchandise to and 
from any foreign port and either of the said five 
ports to any other one of them.” At present 
Chinese treaty ports number over thirty. Japan 
was also open to foreign commerce through treaty 
ports, her commercial treaty of 1854 with the United 
States paving the way by opening the ports of 
Simoda and Hakodadi to American commerce. 
Since 1899, however, Japan has been recognized as 
on an equality with the other civilized powers, and 
her entire country has been thrown open to foreign 
countries. 
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Encyc. Law, “Warehousing” in Palg. Diet., New Inter. 
Encyc and Univ Cyc. 

D. Grunzel, Pt., II., Ch. VII. 


SUGGESTIVE TOPICS AND QUESTIONS 


1. When importer’s goods are deposited in*f private 
bonded warehouse who determines the storage charges? 
(Cus. Reg. of U. S., Art. 974) Who is responsible for 
the safe-keeping of such goods (id)? 

2. In the selling of bonded goods by the Government 
what are the accruing charges (Cus. Reg. of U. S., Art 
1229)? 


3 * Suppose that while a duty-paying commodity is in 
a bonded warehouse a law is passed abolishing or lower- 
ing the rate of duty, could the owner of the bonded goods 
claim the benefit of this? Would he be allowed to export 
the goods and then reimport them in order to obtain the 
benefit of the modified duties (Art. “Warehousing Sys- 
tem” in Univ. Cyc) ? 


4- In 1861 a severe attack was made in Congress on 
tbe warehousing system as being merely another method 
of giving credit on imports. How was this answered? 
(Goss’ Tariff Admin, of U. S., p. 57). 


$• Is tht collector of customs responsible for goods lost 


m 
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while in a bonded warehouse? (Brissac v. Lawrence^ 
2 Blatchf. U. S. I2i). 

6. If the custom-house officials unlawfully allow the 
goods to be withdrawn from a bonded warehouse without 
full payment of duty is the owner relieved of liability for 
such duties? (Mintum v. U. S., io6 U. S., 437; also Am. 
and Eng. Encyc. Law, XXIV., p. 912). 

7. Did the institution of free ports represent an excep- 
tion to the mercantile system ? 

8. What class largely predominated in the maritime 
cities during the Sixteenth and Seventeenth centuries? 
Did this class generally favor protection or free trade? 
Why? 

9. What are the regulations in the German tariff of 
Dec. 25, 1902 regarding frontier traffic (Sec. 6, Art. i, 
Mon. Sum Com. and Fin., Mr. '04, p. 3401 ) ? 

10. Are foreign goods exempted from the payment of 
import duties in a treaty port? 

11. What credit system in regard to imported goods 
was in vogue in the United States prior to the law of 1846 
establishing the bonded warehouse system? (Mon. Sum. 
Com. and Fin., Oct. '03). 

12. What are the treaty regulations between Austria- 
Hungary and Germany and between France and Belgium 
regarding frontier traffic? (Grunzel, Pt, II., Ch. VII.) 



CHAPTER X. 


CUSTOMS 

INTERNAL TAXATION: EXPORT AND IMPORT 
FAVORS 

79. Internal Taxes. — Customs and tonnage du- 
ties are not, as has been intimated, the only forms 
of governmental receipts. States like England and 
Prussia derive a large revenue from taxes on in- 
comes. The American federal government has re- 
sorted to this form of taxation at different times, 
but a federal income tax was recentl^f declared un- 
constitutional by the Supreme Court, ^he de- 
cision, however, was very close and it is thought by 
many that a new law can and will be enacted which 
will meet the constitutional objection of the Court 
There are also poll or capitation taxes as well as 
taxes on transactions. The former were common 
in many of the states of the American Union, but 
they have gradually disappeared in most of them. 
The latter have been employed by the federal gov- 
ernment in times of emergency such as during the 
Civil and Spanish-American wars, when a stamp 
tax was levied on bills of exchange, transfers of 
stocks and bonds, bank checks, etc. The general 
property tax is universal in the United States, but 
it is at the present time a local or state and not a 
federal fonn of taxation. Finally, excises or taxes 
la; 
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levied on certain articles of consumption, such as 
distilled and malt liquors and tobacco, form a very 
important source of income in nearly all countries. 
In the United States they comprise nearly one-half 
of the receipts of the federal government. During 
the eight year periods, 1890-1897 and 1898-1905, 
the revenue from these sources averaged forty-one 
and forty-seven per cent, respectively of the total 
net ordinary receipts, while for the same periods 
the percentages for the customs revenue averaged 
forty-two and thirty-five per cent. 

80. Internal Taxes on Imported Merchandise.— 
When articles subject to internal taxes are im- 
ported, such taxes are levied on them in addition to 
the regular import duties. These excises, however, 
are not usually included in the general tariff act, but 
must be paid, as far as possible, in the same man- 
ner as similar taxes levied on domestic articles. 
In the United States the excise on tobacco and cer- 
tain kinds of liquors is paid in the form of a stamp 
which must also be affixed to the imported article 
before the latter may enter the domestic market. 
There are also certain regulations regarding the 
packing of such imported merchandise, the general 
rule being that they must be entered in those forms 
in which the domestic article is generally offered 
for sale. 

The levying of internal taxes on foreign imported 
merchandise is, to a considerable extent, regulated 
by international agreement. In this matter one of 
two methods generally prevails. Either nations mu- 
tually agree ^t they will exact of each other no 
ia8 
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other or higher taxes, charges or requisitions than 
are levied on the property of their own citiicns or 
subjects, or they stipulate that they will exact of 
each other no higher duties than are levied on the 
property of citizens or subjects of any third nation. 
The former plan usually characterizes the com- 
mercial relations of modern industrial nations, while 
the latter is more often found in commercial regu- 
lations between advanced and backward countries. 
Sometimes states agree to limit the number of arti- 
cles that may be subjected to an excise tax so far 
as commercial relations with certain other countries 
are concerned. Austria-Hungary, for example, 
exacts such a limitation in her treaties with the 
Balkan States. While states are supposed to have 
a free hand in regard to taxing articles whose manu- 
facture or sale they monopolize, there certain 
limitations as to the number of such articles in the 
commercial treaties between Austria-Hungary and 
the Balkan countries. 

8x. Internal Taxes on Domestic Products Des- 
tined for Exportation.— 'An internal tax on a do- 
mestic article which is exported operates in the 
same way as an export duty. It makes the article 
more expensive and therefore more difficult to sell 
in the competitive markets of the world. When 
sold abroad the tax on such a commodity is usually 
paid by the domestic producer or the exporter cx- 
^®Pting when the exporting country possesses a 
world monopoly. 

As the general policy of modem states is not to 
hmder but to facilitate foreign sales, domestic prod- 
9 tap 
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ucts destined for exportation are usually exempted 
from the payment of internal revenue taxes. Such 
exemptions involve many administrative difficulties 
and are only feasible when goods are produced in 
large quantities and where the industrial organiza- 
tion is fairly well centralized, as in the manufacture 
of tobacco, malt and distilled liquors, sugar, etc. 
As regards the United States the customs regula- 
tions prescribe that distilled spirits and tobacco in- 
tended for immediate exportation may be withdrawn 
from bonded warehouses or manufactories without 
paying internal revenue duties “under such regula- 
tions, and after making such entries and executing 
and filing with the collector of the district from 
which the removal is to be made, such bonds and 
bills of lading and giving such other additional 
security as may be prescribed by the Commissioner 
of Internal Revenue, with the approval of the Secre- 
tary of the Treasury.” 

82. Drawbacks. — A drawback is a repayment, 
in whole or in part, of the customs duties paid on 
imported merchandise when the same is re-exported. 
The repayment may be upon articles re-exported in 
the same condition as imported. Such drawbacks 
were formerly common, but now they are less im- 
portant owing to the development of the bonded 
warehouse system, better means of transportation 
and communication and more efficient tariff regula- 
tions especially as regards the transit trade. Diraw- 
backs may also be applied to imported raw materials 
or half-manufactured products when the same are 
re-exported in a more advanced state. This form 
130 
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of a drawback is becoming more and more im- 
portant in modem commercial politics. 

The drawback, like the remission of the internal 
tax on goods destined for exportation, facilitates 
exportation. It places the domestic manufacturer 
on the same basis as the foreigner as regards the 
cost of his raw materials. In order to apply the 
drawback the identity of the merchandise must be 
maintained and the period between importation and 
re-exportation must be limited. The difficulties 
involved in this procedure have led to the supplant- 
ing of the identity principle by the “equivalent prin- 
ciple’* for certain commodities such as wheat in 
Germany. By this method the imprtcr upon pay- 
ing the customs duties receives a receipt which may 
be transferred, the holder being entitled within a 
certain period to obtain a repayment ofTt, c customs 
duty upon the exportation of the quantity of mer- 
chandise represented by the receipt. Thi.s system 
is more or less common in Europe, but is open to 
certain abuses. 

83. Drawback System in the United States.— 
The laws of the United States prescribe four gen- 
eral cases of drawbacks. 

A. Merchandise upon which duties have been 
paid may remain in bonded warehouses at the ex- 
pense and risk of the owners, and if exported di- 
rectly therefrom within three years shall be entitled 
to drawback. (R. S. 2977; Customs Regulations 
1114.) 

B. “When imported materials on which dudes 
hife been paid are used in the manufacture of ard^ 
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dcs manufactured or produced in the United States 
there shall be allowed on the exportation of such 
articles a drawback equal in amount to the duties 
paid on the materials used less one per centum of 
such duties. When the articles exported are made 
in part from domestic materials, the imported ma- 
terials, or the parts of the articles made from such 
materials, shall so appear in the completed articles 
that the quantity or measure thereof may be ascer- 
tained. (Tariff Law, Sec. 30; Cus. Reg. 1136.) 

C. Exporters of meats which have been cured 
in the United States with imported salt, are allowed 
a refund equal to the duty paid on the salt in 
amounts not less than $100. (Tariff Law, par. 284; 
Cus. Reg. 1197.) 

D. A drawback equal to the amount of the duty 
is allowed upon all coal imported into the United 
States and afterwards used for fuel on board 
American vessels propelled by steam and engaged 
in trade with foreign countries or in trade between 
the Atlantic and Pacific ports of the United States. 
(Tariff Law, par. 915; Cus. Reg. 1206.) 

84. Direct or Open Export Bounties. A bounty 
is a premium paid, generally by a government, to an 
exporter upon certain articles of exports. Its effect, 
like that of the drawback, is to encourage exporta- 
tion. Such premiums were common under the 
Mercantile System when every effort was made to 
increase exports, especially of manufactured goods, 
in order to create a favorable balance of trade. 
They were also employed when the doraesflc market 
was overstocked in order to prevent an inland price 
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depression or in order to aid a )otinf industry in its 
efforts to obtain a footing in foreign mirketi. In 
modem commercial politics, however, while pre* 
miums of' tliLs kind have played an important rdle 
in the case of a few articles, their uic is becoming 
less general. 

There arc two classes of cx{K»rt bounties, direct 
or open and indirect or concealed. One the best 
examples of the former is to lie found in English 
commercial |X)liiics. In the British govern- 
ment passed a law, which was not ret>ealetl until 
1814, granting an export IxMiniy on wheat provid- 
ing the domestic selling price (hd tw)t excml a 
certain amount. I'rance formerly paid direct boun- 
ties on many articles, but these have Ixrn aliolished 
excepting in the rase of her deep fmberies. 
Direct ex{)ort IxHtrfties have also been p.ud on cer- 
tain agricultural exjxjrts of the Australian adoniei. 
The most prominent exfK)ri Uuinties during the lift 
century have been those t)aid on European beet 
sugar. Some of these liave been direct and other* 
indirect. Germany in i8<)i cnactetl a law allowing 
a direct bounty u|X)n this erwnmodity. The law 
stipulated that this bounty should be lowered in 
1895 3tnd entirely cease in 1897, but owing to the 
decline in the price of sugar, the prevalence of pre- 
miums in other countries and the influence of the 
sugar producers, the direct bounty was doubled in 
1896. As far as the United States is concerned 
the export bounty system has never found a place 
in Aflierican commercial politics, although rccom* 
m 
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mended by Alexander Hamilton in his famous re- 
port on manufactures. 

85. Indirect or Concealed Export Bounties.-— 

Indirect bounties have generally resulted from the 
inadequate administration of internal tax remission 
on domestic products destined for exportation. 
This is especially the case regarding beet sugar and, 
to a less extent, brandy. These articles are subject 
to an inland tax in most of the countries of Western 
Europe, the tax generally being levied upon the 
raw or half manufactured product. Upon the ex- 
portation of the finished article the amount of the 
internal tax is remitted, but the impossibility of 
correctly estimating this causes governments to err 
in favor of the exporter by refunding more than the 
original excise, the excess being in the nature of an 
indirect or concealed bounty. 

This form of a bounty is well illustrated by the 
sugar tax in Germany where the excise was levied on 
the raw product of beets and remitted, when ex- 
ported, on the finished product— sugar. Formerly 
it was estimated that it took twenty pounds of beets 
to make one pound of sugar, so that when a German 
manufacturer exported one pound of sugar the 
government refunded a sum equal to the excise 
paid on twenty pounds of beets. It is readily seen 
that under such conditions when, because of better 
methods of manufacture or of agriculture, one 
pound of sugar could be extracted from less than 
twenty pounds of beets, more was paid in the tax 
remission on the finished product, when exported, 
than was received in the form of the exdse on the 
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riw mateml. Ahhmtgh ihc gov fnw wf ut a Hg tw p t d 
to remedy this hy ciMistJimly redttcinf the fitio, the 
idviiiKe iry .the technique of ngrkuhftre tmi of 
mintifacttffr more than kefit jmee with the ratio of 
reductiem so ttat there was ccintimialiy |»aid lo 
sugar prtxlucers a concealetl tiounty. Thil COB- 
ttnued until iHc)i when ttu? government rcfilacfd 
the indirect with a direct Kmiity. A eonceiW 
bounty lus a!st», in many iiuiaruTH, tiern alhiwed In 
the case ot drawtiacks where duties liave hern r#* 
ceived on im[»ortr<l raw material* arwf more thwi 
refuniletl u|k)u tl»e rc-exfK>rtation of ttie hnished 
product. 

It is a general policy for slates owning railwiyt 
to offer, in mam instance*, cifiecially k»w rate* on 
ouigcung freight, or to exact <»n the other hiild 
relatively higher rate* on inc««ninj5^ ftt«|tht. 
While the latter of^ratc* in the iaine way as an 
import tlutv and temU to discourage irnportaikmii 
the former acts as an enetioragrment lo cxpoitl- 
tarns and is in the nature of an indirect or concealed 
bounty. 

Hliile bounties arc generally paid by the govern- 
ment they may be paid by private indivklual* or by 
corporattona Thus privately owni^l railnxwl* ofieil 
grant special rates on freight destitwfd for foreigii 
markets. An organization of Austrian 
spifuieri in 1897 paid an export lx>unty on cotton 
yam for a ccitain period in order to save the homt 
market frocn over-production awJ the cofiieqnrtll 
depression in 'prke A lofncw'bat similar 
fMwit extsti in Gcfmany among steel makefi. 
m 



COMMERCIAL POLICIES 

86. International Sugar Bounty Question.— 

The general purpose of an export bounty is to 
encourage exportation. Its general effect is to 
enhance the domestic price and to lower the price in 
foreign markets. An export bounty presupposes at 
least an equivalent protective import duty, other- 
wise both the purpose and the effect of the bounty 
are defeated. When only a few European countries 
paid direct or indirect export bounties on sugar and 
the supply of the commodity was hardly equal to 
the demand, sugar producers prospered and sugar 
consumers were not over-burdened by the tax, but 
when all beet sugar producing countries of Europe 
began rivalling each other in the payment of all 
kinds of bounties the effect was a large over-pro- 
duction with the corresponding price depression, 
not only in foreign but also in domestic mark- 
ets. This situation was especially intensified by 
that form of indirect bounty whereby a propor- 
tionally higher premium was paid in many countries, 
notably in France, for beets with a high degree of 
saccharine matter or for sugar produced at least 
expense by means of most improved methods. 
These conditions involved not only a great burden 
to the home government, but also became a losing 
business to many domestic sugar producers. While 
foreign consumers, especially in Great Britain and 
her colonies and in the United States, were having 
the benefit of cheap sugar this was offset by certain 
disadvantages. English sugar refiners were driven 
out of business in the home market and the compe- 
tition of the bounty-paid beet sugar with cane sugar 
136 
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was (lisaita«Kly affmingr the imemtt of tlit Initr 
in ihr West Iwlies ami in Urttiih (mhak 

To this a c<Hmtervatlini; thily was levied, ii 
was stated" tti the [imnnis clwi}>lrr, on alt iugif 
imtKjrtrd into llntish India tow conntrirv jJiying 
an exfuirt Unuity. A sniutar tmnisnw liai already 
been quoie^l frnin t)jc tard! law of thr Tnited Sialei, 
Because »d ilrM* oMintervailmi; dutirs. cmipled with 
opposition on the part of I and certain Other 

counlricH, the Inicrnatunia! Su^jar ( onfcrenct of 
1903 resulte*! in the virtual al«>liti<»n of mgir 
bounties in most of tfie l'4ir«nican countrir*, 

87. Free Redntporuiton of Unaltered Dorntw* 
tic Articlc«.«— I hc tomnuri ial jxilicy of nKxlen} 
industrial iiafioij^ I'rmralli prnvulrs for thr fret 
re'inip>rtatJOn of certain ex{»<»rif«l d.unrstie 
which are returned m an nnaltrrrd f.tm. lilt 
American larifl law ’stated tliai ' artu lcs the growth, 
produce, and nninnfacturt’ td the rnitesl Ntate*, 
when returner! wnlunit liaving l^een advancrrl m 
value or improved in condition by any proem of 
manufacture or other means,'* shall be iilmittcd 
free of duty. 

(a) £wi^/v Packages. The law of the United 
States secures free imjKiftation of "casks, barreli, 
carboy s, bags and other vessels of American mann* 
facturet, exported filled with American products, Of 
exported empty and returned filled with foreign 
products/' 

(b) ArtkUs for ExhUntion Purposes. Domeflk 
products which are exported for purjioseii of exhl* 
bttion or tale in foreign markets, fairs, cxpoidtion% 

tJ7 



COMMERCIAL POLICIES 


warehouses or the like may generally, if unsold, be 
returned to the country of origin without paying 
import duties. The purpose of such a law is to 
encourage exporters in their efforts to advertise 
their goods in foreign markets. Before exportation 
such articles must be properly registered and re- 
importation must take place within a certain period. 
An American law under date of May i8, 1896, 
enacts “that whenever any article or articles or live 
stock shall be sent out of the United States for tem- 
porary use or exhibition at any public exposition, 
fair, or conference held in a foreign country, such 
articles shall be entitled to be returned to the United 
States, under such regulations as may be prescribed 
by the Secretary of the Treasury, without the pay- 
ment of customs duty, whether they shall be of 
domestic or of foreign production. Provided, that 
the articles of foreign production have once paid 
duty in the United States, and no drawback has 
been allowed thereon; and if any domestic articles 
are subject to internal revenue tax such tax shall 
be proved to have been paid before exportation and 
not refunded.” Similarly the American law per- 
mits the free importation of foreign articles for 
purposes of exhibition. 

(c) Personal Effects of Returning Travelers. 
Articles of this kind are, under certain limitations, 
almost universally admitted free of duty. The 
American tariff act provides that “in case of resi- 
dents of the United States returning from abroad, 
all wearing apparel and other personal effects taken 
by them shall be admitted free of duty, without 
138 
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ftprd to their viloc, tifim their ycfitit^ hiiilf 
wtablisliwf. under approfiriate rule* am) re|^ticiiM 
to be prewrilwl by the Secretary of the Treaitiry, 
but no more than one hum}rr<) dtdlarn in fttue of 
articles purclami abroad by ioich rtaklcfita of the 
United States shall be admitted free of duty ttftOII 
their return.’’ (Sec. 

88. Free Imporution d Portign Artkiae to hi 
Re-exported After Alteration or Repair: OaiMNfiL 

— Mexiern tariff laws generally proviile for the fret 
importation of f<»rcign articles which are to be re- 
exported after being rqxiired or further advanced 
by nianufaciuring processes, l^si often i itati 
permits the free redm|M»rt;iiion of dutiable domeitie 
articles which have Ixrn sent alifoad for alieritbo 
or repair. Sucli provisions are tnually ha*e«l ttpoii 
statut<»ry law. but yrtneiiities they are /flitteff of 
international agreement. It is necessary in admin- 
istering these laws to establish the identity of the 
imported material. In the case of fabrics import 
for the purfK)sc of bleaching, ct)k>ring, printing or 
tlw like it is [xis^iblc to nuiintain the kkntity hy 
means of official marks or stamps, Srxne commodi- 
ties, such as iron imported to be made into machinei# 
or grain to be milled, lose their identity In tho 
process so that special methods must be employed 
such as manufacturing in bondeil esiabliihinnits or 
requiring the re-exportation of an citimate^f equiva- 
lent in the finished form. Another necesiity in ad- 
ministration is the fixing of a (lefinite periixl wHMil 
which exportation most take place. ShfwJd mch 
exportatioo not follow there must be an ef ictlai 
>39 
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method of securing the duty on the imported ma- 
terial. 

89. Free Importation of Foreign Articles to be 
Re-exported After Alteration or Repair: United 
States. — The American tariff law (section 9) pre- 
scribes “that all articles manufactured in whole or 
in part of imported materials, or of materials sub- 
ject to internal revenue tax, and intended for expor- 
tation without being charged with duty, and without 
having an internal revenue stamp affixed thereto, 
shall, under such regulations as the Secretary of 
the Treasury may prescribe, in order to be so manu- 
factured and exported, be made and manufactured 
in bonded warehouses.” While this is the general 
law there is considerable freedom allowed in its 
administration as regards certain articles such as 
grain imported from Canada and returned after 
being milled in the United States, railroad iron and 
machinery imported for repair and foreign material 
“used in the construction or repair of vessels built 
in the United States for foreign account and owner- 
ship or for the purpose of being employed in the 
foreign trade.” The law in these cases generally 
provides that such foreign material “may be with- 
drawn from bonded warehouses free of duty, under 
such regulations as the Secretary of the Treasury 
may prescribe.” 

90. Miscellaneous “Free List” Articles.— Many 
modern tariff laws, as has been stated, contain a 
list of articles admitted free of duty. Some of these 
articles are sufficiently characteristic to deserve 
special mention. Thus there is free entry into the 
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United Slates of any animal imported especially lor 
breeding purposes. Likewise sueh articles as book** 
maps, music;. . engravings, photographs, etching*, 
HthograjdiiC* prinl.s, charts, regalia and gems, sta- 
tuary, sjH'cinicns or casts of sculpture, works of art, 
etc., may Ik imp<jrtc<l free of «luty "for the use ttr 
by order of any society or instunti«m inct)r|K>fiitrd 
or establislicd solely for religious, phihmtphtcali 
crlucatbnal, scieruitic, or literary purjjoses, or fcK 
the encouragement <»f the fine arts, or for the use 
or by order of any college, academv, schoid or semi- 
nary of learning in the Tnited Siiilf>, •*r any state 
or public library and not for sale." In the same 
category belong works of art, the pr<Hlnctio« of 
Anjcrican artists residing tcni|)orari)y abroad, which 
may be impf>rte<l without dut\ wlun prcsentcsl to 
any public institution. In the "free list'* are alio 
found the househol<! efTerts of Amerjcans returning 
from foreign countries when used by them not k** 
than one year; foreign newspa}Krs. jKrMhcals, and 
public documents issued by fi*reign government*, 
as well as books, maps, music, engravings, etching*, 
bound or unbminrl, and charts which have been 
printed more than twenty years at the time of im* 
portation; professional bor)ks. im|>letncnt*, instru- 
ments, and tools of trade, occu\mnm, or employ- 
ment in the actual posscssbn at the time, of person# 
emigrating to the United States. TlKrc is al*o « 
‘‘free list” which has formed an im[¥#ftant feature 
in various treaties of reciprocity Ik! ween the United 
States and other powers. Finally, the "free list” 
in the American tariff act includes “wcani^f 
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was to raise domestic prices by encouraging exports. Was 
tliis its effect? (Gibbin’s Indus. Hist, of Eng., p. 199). 

9. The text says, “An export bounty presupposes at 
least an equivalent protective import duty otherwise both 
the purpose and the effect of the bounty is defeated.” 
Explain. Suppose the general domestic and foreign price 
at the time of the bounty is four cents per pound and (a) 
the export bounty is one cent with no corresponding pro- 
tective import duty; suppose (b) there is an equivalent 
prc^ective import duty of one cent per pound? 

10. What are some of the abuses in the application of 
the “equivalent principle?” (Conrad and Grunzcl). 

11. May a returning American traveler bring in $100 
worth of foreign articles regardless of the character of 
such articles? Suppose such articles arc intended for sale? 
Suppose they come under the class of prohibited imports? 
Suppose a person brings in $75 worth of dutiable and $75 
worth of non-dutiable articles? (T. D. No. 24934 Jan, 7, 
19C4; Treas. Dept Circular of Feb. 1st, 1904; Cus. Reg. 
•f U. S.). 


m 



CHAPTER XI. 

COMMERCIAL TREATIES 
THEIR NATURE, FORM AND CONTENTS 

91. Definitions.— A treaty is a compact, gener- 
ally in writing, between two or more states, through 
their authorized agents. The terms treaty and con- 
vention are used more or less synonymously. The 
former, however, generally refers to the more im- 
portant international agreements, eiSpecially to 
those which are the work of an international con- 
gress while compacts relating to subordinate ques- 
tions are usually designated by the latter term. In 
other words a convention might be styled ffi infor- 
mal treaty. A commercial treaty is an international 
agreement relative to trade. Such a treaty may be 
very general in character, as was the case in most of 
the early commercial treaties of the United States 
which were usually designated as treaties of “amity, 
commerce and navigation” or simply of “commerce 
and navigation.” Sometimes, on the other hand, a 
commercial treaty is more special in character and 
deals only with one subject from which it derives 
its particular name. Thus we speak of consular 
treaties, trade mark treaties or conventions and the 
like. 

92. Development of Commercial Treaties.— 
Commercial treaties are of very ancient origin. One 
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governing the commercial relations between Rome 
and Carthage dates back to the year 509 B. C. 
However, they did not play an important role in 
commercial politics until within comparatively recent 
times. Beginning with the latter part of the twelfth 
centur)' numerous commercial treaties governed the 
commercial relations of the Italian city-republics 
with each other and with states bordering on the 
Mediterranean. During succeeding centuries, with 
the development of trade and the growth of nation- 
ality, commercial treaties became more frequent 
among the Western European countries. After the 
fall of Constantinople into the hands of the Turks 
in 1453 the commercial relations between the East 
and the West were regulated by the so-called Turk- 
ish “capitulations” or grants made by sultans to 
Christian nations conferring on their subjects trad- 
ing privileges in the Ottoman dominions. These 
concessions were usually one-sided arrangements and 
lacked the element of reciprocity which is charac- 
teristic of modem commercial treaties. During the 
seventeenth century colonial and navigation policies 
and the wars of Louis XIV provoked animosities 
and retaliatory tariffs. The beginning and close of 
tiie eighteenth century, however, were marked by 
the enactment of commercial treaties of a distinctly 
modem type. In the Methuen treaty of 1703 be- 
tirecn l^g^and and Portugal the latter removed 
the fwcdn'hitkmf against the importation of English 
wooleni In return for preferential treatment of 
F^urtngueie wines imported into England. In the 
IM f n traaty of 1786 between France and England 
i4 
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important modifications in the way of lower duties 
were made in the existing tariff rates of both coun- 
tries. The United States paved the way for better in- 
ternational commercial relations by a series of com- 
mercial treaties with European nations immediately 
succeeding the Declaration of Independence and 
somewhat later by a series of similar commercial 
treaties with the South American countries after 
the latter had declared their independence. 

93. European Commercial Treaties of the Free 
Trade Era.— The disturbed political conditions 
caused by the French Revolution and the Napoleonic 
wars hindered the enactment of commercial treaties 
during the early part of the nineteenth century. The 
favoring factors were the abolition of internal cus- 
toms barriers, the growth of nationality and the in- 
dustrial revolution with its attendant growth of 
foreign trade. The movement toward better inter- 
national commercial relations found its best expres- 
sion in the Cobden treaty of i860 between England 
and France wherein customs duties were recipro- 
cally lowered and both countries agreed to treat each 
other as well as either of them did other nations. 
Similar treaties were made about this time between 
most of the countries of Western Europe and to- 
gether they are usually spoken of as “the treaties 
of the free trade era” or as “the system of Western 
European commercial treaties.” 

94. European Commercial Treaties of the Pro- 
tection Era. — The reaction against free trade 
which developed on the European continent after 
the middle of the seventies reflected itself in the 
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treaties of this period. In the beginning of the 
nineties France, after raising her tariff rates in 
nearly all lines, adopted the system, already in vogue 
in Spain, of a maximum and minimum tariff and 
negotiated new treaties on this basis. This plan 
was followed by Russia and also by some of the 
smaller European states. Germany about the same 
time (1891-1894) negotiated a series of conventbns 
with Austria-Hungarj’, Switzerland, Belgium, Italy 
and other states wherein a maximum import duty 
on certain articles was stipulated. These arrange- 
ments, which were to remain in force until the end 
of 1903. are generally rcferre<l to as the “system of 
middle European commercial treaties.” In 1902 
Germany passed a new tariff law which differed, as 
has been already stated, from her former tariff law 
in being more protective and in establishing a mini- 
mum, instead of a maximum duty for grain. Kew 
treaties are being negotiated on the basis of this 
new tariff law. T>ie European commercial treaties 
during the past quarter of a century are usually 
characterized as “treaties of the protection era.” 

95. What States May Negotiate Commercial 
Ttiitiii?— Generally only sovereign states may 
make treaties but this principle ts not so strictly ad- 
hered to tn the case of commercial treaties. Egypt, 
lor example, was granted the right by the Sultan in 
1873 of negotiating commercial treaties with foreign 
powers and exercised this right in several instances. 
The Balkan Mates also before their independence 
ohMined or imwiififned this right. While colonies 
my not Mfotiale tiettim by thenwelves there has 
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been inserted since 1886 in British commercial and 
other treaties an article whereby any of the English’ 
self-governing colonies or India may become a 
party to the treaties of the motherland at their own 
option any time within two years after a treaty has 
been negotiated. Sometimes sovereign states waive 
their right of making commercial treaties. The in- 
dependent principality of Liechtenstein surrendered 
this right when it was incorporated into the tariff- 
union of Austria-Hungary and this was the case 
with the independent duchy of Luxemburg when it 
joined the German Zollverein. 

96. Who May Negotiate Commercial Trea- 
ties?— The right of negotiating a treaty generally 
rests conditionally with the king in a monarchy and 
with the president in a republic, but this right has 
been largely restricted in recent times, especially as 
regards the negotiating of commercial titties. In 
the United States the Constitution prescribes (Art. 
II., Sec. 2, §2) that the President “shall have power 
by and with the advice and consent of the Senate, 
to make treaties, provided two-thirds of the Sena- 
tors present concur.” As the Constitution also 
stipulates (Art. L, Sec. 7, § i) that “all bills for 
raising revenue shall originate in the House of Rep- 
resentatives,” it is a mooted question whether a 
treaty involving a change of revenue laws, as is the 
case in many commercial treaties, must not have the 
sanction of both houses of Congress. The question 
has never been judicially passed upon by the Su- 
preme Court. 
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97. Duratioii of 0>mmercial Tretties.— The 
general stipulation regarding political treaties es- 
pecially treaties of peace, is tliat they are perpetual. 
Such a stipulation in a commercial treaty is, how- 
ever, very exceptional. Usually the duration of a 
treaty of commerce is fixed for a certain number 
of years or to a certain date and there is often a 
provision requiring a notification period before a 
treaty may be terminated, otherwise the treaty con- 
tinues in force until such a notification be given by 
one or both of the contracting parties. Thus the 
commercial treaty of 1828 between the United 
States and Prussia states that “the present treaty 
shair continue in force for twelve years, counting 
from the day of the exchange of the ratifications; 
and if tw’clve months before the expiration of that 
period, neither of the high contracting parties shall 
have announceil. by an official notification to the 
other, its intention to arrest the operation of said 
treaty, it shall remain binding for one year beyond 
that time, and so on until the expiration of the 
twelve months, which will follow a similar notifica- 
tion, whatever the time at which it may take place.” 
The treaty is still in force no formal notification 
havifif bwn given by either government. It was 
formerly common in treaties of commerce with 
Eastern nations to stipulate that they should be re- 
idied from time to time. In the treaty of 1858 be- 
tween United States and Japan, example, it 
was provided that after a certain period upon the 
reqocsl of dther party die treaty *"shall be subject 
to reviiloii hf commtssbners appointed on both 
ISO 
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sides for this purpose, who shall be empowered to 
decide on, and insert therein, such amendments as 
experience shall prove to be desirable.” 

98. Protocol— Nations before entering into 
treaty negotiations sometimes exchange views and 
incorporate 'into a rough draft the points to be dis- 
cussed. This rough draft or preliminary document, 
on the basis of which negotiations are carried on, 
is known as a protocol. Such a protocol served as 
a basis for peace negotiations at the close of the 
Spanish-American war and also at the close of the 
recent war between Japan and Russia. Sometimes 
the protocol is accepted and becomes virtually a 
treaty, as was the case in the regulations of 1874 
between the United States and Turkey respecting 
the rights of foreigners to hold real estate in the 
Ottoman Empire. A protocol does not always pre- 
cede negotiations but may form an appendix to a 
treaty and serve as a means of interpretingithe same. 
The protocol annexed to the naturalization treaty 
between the United States and Wurtemberg in 1868 
is of this nature. 

Early treaties were generally written in French* 
but this is now less common excepting in treaties 
between Western nations and Oriental or semi- 
civilized countries. Among advanced nations there 
are generally two copies of a treaty, one in each of 
the languages of the contracting parties. 

99. Subject Matter of Commercial Treaties.— 
The subject matter of a commercial treaty depends 
in a large measure, upon the scope and importance 
of the commercial relations of the contracting pai^ 
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ties as well as upon the degree of their political 
friendship. Early treaties governing the commer- 
cial relations between nations were apt to be of a 
general character, covering the whole field of com- 
merce and navigation. As previously stated, this 
was the character of the first American treaties of 
“amity and commerce," of “commerce and naviga- 
gation" or of “friendship, commerce and naviga- 
tion." Later as particular commercial interests 
arc devetoped which are inadequately regulated in 
the general commercial treaties, nations negotiate 
treaties dealing with such special cx>mmercial mat- 
ters. This is exemplified in American history in 
the negotiation of treaties relating to consuls, trade 
marks and the like, 

100. Group! of Commercial Treaties.— There 
are four general groups into which commercial 
treaties may be divided. 

A. Treaties containing both tariff stipulations 
and the most favored nation agreement that each of 
the contracting parties will treat each other as well 
as they treat any other third nation. Such treaties 
cover in detail the most important pha.scs of the 
commercial relations of the contracting parties. 
They tecure most favored nation treatment in gen- 
eiil commercial matters. As regards customs 
ilutief the stipulation is cither for lower rates than 
those oofitainiM! in the general tariff or that existing 
fUes wil! be maintained or at least not raised while 
the troiiei are in force. Such agreements are gen 
ctl% spoicen of as “tariff treaties" since the tariff 
m looked upon as the prindpil feature 
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of such treaties while the most favored nation clause 
is regarded as a matter of course. They usually 
represent close and important commercial relations 
between highly developed states. The Caprivi 
treaties of the early nineties between Germany, Aus- 
tria-Hungary, Italy, and other countries belong in 
this category. 

B. Treaties containing tariff stipulations with- 
out the most favored nation agreement. Such 
treaties are exemplified in the American reciprocity 
treaties of 1854 and 1876 with Canada and Hawaii 
as well as with those contemplated by sections three 
and four of the American tariff act of 1897 whereby 
the President, with certain limitations, was empow- 
ered to grant to other countries tariff concessions 
in return for equivalent favors. 

C. Treaties containing the most favored nation 
agreement without tariff stipulations. Such treaties 
generally known as “most favored natid# treaties” 
comprise a large majority of modern commercial 
treaties. The general American treaties of “com- 
merce and navigation” belong in this group as well 
as also a large majority of the commercial treaties 
between Enropean and over-sea countries. Of 
thirty-six German commercial treaties in force in 
January, 1901, twenty-eight were most favored na- 
tion treaties. 

D. Treaties containing neither the most favored 
nation agreement nor tariff stipulations. Treaties 
of this class usually contain only general stipula- 
tions regarding the conditions under which com- 
merce between the contracting parties may be car- 
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ried on and often regulate commercial dealings 
between advanced industrial nations and those just 
<^)ening up their ports to modem commerce. The 
treaty of “peace, amity and commerce” of 1854 be- 
tween the United States and Japan is of this char- 
acter. 

xoi. Provisions of Commercial Treaties.— 
Some of the more important provisions of commer- 
cial treaties may be briefly enumerated. 

I. The preamble of the treaty names the nego- 
tiators and states the purpose of the agreement 
which is generally “the desire of facilitating and 
developing the commercial relations established be- 
tween the two countries.” The introductory article 
often states “that there shall be between the terri- 
tories of the high contracting parties a reciprocal 
liberty of commerce and navigation.” The general 
meaning of this clause as explained in numerous 
treaties is that citizens or subjects of the contract- 
ing countries shall reciprocally, on conforming to 
the laws, be at liberty freely to enter, travel or re- 
side in any part of the respective territories, to carry 
on tiietr business, acquire and dispose of real or 
personal property, have access to the courts of jus- 
tice and enjoy in these respects the same rights as 
iiaitves or as are conceded to citizens or subjects of 
the moat favored nation. This right of complete 
redprodty or of the most favored nation usually 
appto ilio to the vessels of either of the contract- 
ing partiet. 

Wldk prohlbitioiii are opposed to die principle 
**f«e^»mal liberty of commerce and navigation” 
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they are allowed in certain cases. For example, the 
importation and sale of state monopolized aitictes 
like tobacco in certain countries as well as some 
articles of an unsanitary or immoral character are 
often forbidden or restricted. Likewise states are 
often compelled, for purposes of protection, to make 
special regulations in the case of certain classes such 
as druggists, peddlers, commercial travelers or 
brokers. The privilege of the coasting trade is 
generally reserved for native ship-owners and this 
is often the case as regards the fisheries. Concern- 
ing prohibitions the general regulation in American 
treaties is that “neither of the contracting parties 
shall establish a prohibition of importation, ex- 
portation or transit against the other which shall not 
be applicable at the same time to all other nations ex- 
cept the special measures that the two countries re- 
serve to themselves of establishing for a sanitary 
purpose or in event of a war.” Not only is one of 
the contracting parties often excluded from certain 
privileges enjoyed by the other, as is indicated above, 
but also it is often exempted from certain burdens, 
such as forced loans, forced military service and 
certain kinds of taxes. Liberty of commerce and 
navigation in the territories of the contracting par- 
ties usually applies to the entire territory of either 
country but this is restricted in certain eastern coun- 
ries like Qiina, and formerly Japan, to certain “open 
ports.” 

2, Sometimes a schedule of customs duties, 
agreed to between the contracting parties, forms a 
part of a commercial treaty. This was a featttre 
iSS 
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of some of the early treaties between the United 
States and certain Oriental countries like China and 
Japan. In the treaty of 1844 between the United 
States and the former there is appended a tariff of 
duties to be levied on imported and exported mer- 
chandise at the five treaty ports. The exports sub- 
ject to duties were arranged in fifteen classes and 
the imports in seventeen. The American-Japanese 
treaty of 1866 was similar in character. Schedules 
of customs duties have formed an important feature 
in most of the American reciprocity treaties as 
well as in the commercial arrangements based upon 
conventional and maximum and minimum tariffs. 

3. An important feature in many modem com- 
mercial treaties relates to the use of rivers and 
canals. Many of the great rivers of the world 
have been opened to international commerce through 
international agreements. It was stipulated in the 
treaty of peace of 1783 that “the navigation of the 
river Mississippi, from its source to the ocean, shall 
forever remain free and open to the subjects of 
Great Britain and the citizens of the United States." 
The navigation of the St. Lawrence river was a 
subject of discussion between Great Britain and the 
United States for many years but it was finally stip- 
niited in the treaty of 1871 that this river should 
forever remain free and open for purposes of com- 
merte to the subjects or citizens of either country. 
Trealiet between Great Britain and the United States 
grint ledproa! righu regarding the navigation of 
fSm St and the Colombia riven as well as the 
imof cmaliifid other waterwayt on foe great late** 
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Spain questioned the rights of the United States 
at the mouth of the Mississippi both banks of which 
were Spanish territory, but this was finally settled 
by the American acquisition of Louisiana and the 
Floridas. The United States obtained by treaties 
certain rights '6f navigation on the La Plata, Parana 
and Uruguay while the Amazon in South America 
find the Rhine, Elbe, Danube and other large rivers 
of Europe have been thrown open to the commerce 
of the world. In 1857 the United States was a 
party to an international agreement between Den- 
mark and the Powers by which the former abolished 
its system of tolls between the Baltic and North 
seas in consideration of a stipulated sum paid by 
the latter. Great canals, like the Suez ( 1888) , have 
become ‘^neutralized.*^ As regards the Panama 
canal the United States announces that it shall be 
open upon equal terms to the vessels of all nations. 

4, An arbitration clause for the settl^ent of 
special claims is not infrequently inserted in treaties. 
Such was the case in the Washington Treaty of 
1871 wherein provision was made for the settlement 
of certain claims against Great Britain growing out 
of the Rebellion and against the United States re- 
specting Canadian fisheries. Sometimes treaties 
contain a general arbitration clause for the settle- 
ment of political or commercial disagreements. 
Article XXI of the treaty of 1848 between the 
United States and Mexico stipulated that “if un- 
happily any disagreement shall hereafter arise be- 
tween the Government of the two republics, whether 
with respect to the interpretation of any stipulation 
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in this treaty, or with respect to any other particu* 
tar concerning the political or commercial relations 
of the two nations, the said Governments, in the 
name of those nations, do promise to each other that 
they will endeavor, in the most sincere and earnest 
manner, to settle the diflPerences so arising, and to 
preserve the state of peace and friendship in which 
the two nations are now placing themselves, using 
for this end, mutual representations and pacific nego- 
tiations. And if, by these means, they shall not be 
able to come to an agreement, a resort shall not, on 
this account, be had to reprisals, aggression, or hos- 
tility of any kind, by the one republic against the 
other, until the Government of that which deems it- 
self aggrieved shall have maturely considered, in the 
spirit of peace and good neighborship, whether it 
would not be better that such differences be settled 
by the arbitration of commissioners appointed on 
each side, or by that of a friendly nation. And 
fthouid such course tw proposeel by either party, it 
•hill be acceded to by the other, unless deemed by it 
altogether incompatible with the nature of the dif* 
feteiice or the circumstances of the case.” 
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SUGGESTIVE TOPICS AND QUESTIONS 

1. May an executive in a constitutional state modify 
the revenue laws without the consent of the legislature? 
How about Napoleon III. in regard to the commerdal 
treaty of i860? (Meredith’s Protection in France, p. 9). 

2. If Congress pass a law which a foreign power deem 
a violation of treaty-rights is there any recourse to the 
courts? (Am. and Eng. Encyc. Law; also Whitney v. 
Robertson, 124 U. S. 190; Richter v. Reynolds (C. C A.) 
59 Fed. Rep. 577 )- 

3. What was the question at issue between the Presi- 
dent and the Senate in 1905 regarding certain arbitration 
treaties submitted by the former to the latter? 

4. What effect docs a tariff law have upon a treaty 
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tilt !i inconsistent with it? Whitney v. Robertson, 

U. S. !90, 21 Fed. Rep. Kelley v. Hedden, 124 U. S. 
196^ 31 Fed. Rep. 607. 

5. How are the commercial treaties of Tunis nude? 
(Grunzel’s Handelsp. 441). 

6 . Are any American treaties perpetual? (Treaties 
and Conv. between U. S. and other Powers). 

7. Would any state of the American Union have the 
right to make a commercial treaty? Is it the same in 
Germany? Do we have commercial treaties with any 
German state? If we do how does it affect our commer- 
cial relations with the Empire? (For. Rci. of U. $. since 
1890; also J. Pol. Econ., Mr. '03). 

8. Is Cuba a sovereign state? Is her right to nego- 
tiate commercial treaties in any way abridged? (See 
“Platt Amendment”). 

9. Did the commercial treaties of 1854 with Canada, 
of 1876 with Hawaii and of 1903 with Cuba involve a 
change in the revenue laws? If they did how was the 
consritutional requirement met— that all bills for raising 
revenue must originate in the house? Should the qun- 
tioD involved, be brought before the Supreme Cottn what, 
in your opinion, would be its decision? Why? (Cong 
Rot iof tgoi in connection with the discuitton over Cuban 
Redproetty ; Moores Digest Inter. Law; Butler^t Treaty* 
lltliiQI Power). 

la Tlite tarif systems Have beefi mentioned in the 
tuMle fencfilt the genera} and conventioiiil. and the 
■mtiaiim and tninimnm. Cdnitdcr commcfttal tret(ic$ 
iqiotiilcd nfMkr these dtferenl tqntemt and dasiify them 
^ c o B B aci ty tivatiii imtneritcd io 



CHAPTER XII. 


COMMERQAL TREATIES 
RECIPROCITY AND THE MOST FAVORED 
NATION CLAUSE 

102. Meaning of Reciprocity.— The essence of 
reciprocity, whether applied to individual or state 
dealings, is mutuality in the matter of giving and 
receiving. As used in connection with commerce 
it denotes a treaty or convention between two na- 
tions whereby one of the contracting parties grants 
certain advantages to the other in return for the 
same or equivalent concessions receivW from the 
latter. A reciprocity treaty may be of a very gen- 
eral character, mutual advantages being granted in 
all matters of trade, or it may be restricted in its 
scope to special advantages such as those relating 
to import or export duties, tonnage dues, consular 
^matters or , the like. Reciprocity was largely ab- 
|sent from early inter-state treaties. These were 
Igenerally one-sided arrangements, often being con- 
fessions wrung from a less fortunate rival in war. 
Even under mercantilism, where the dominant 
pea was that a gain to one nation involved a loss 
k another, retaliation rather than reciprocity was 
pe prominent feature in commercial politics. The 
l^cr came into prominence in more recent times 
ph the growth of international law and fordgQ 
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tint is inconsistent with it? Whitney y. Robertson, 124 
U. S. 190, 21 Fed. Rep. 5651 Kelley v. Hedden, 124 0 . S. 
xg6> 31 Fed. Rep. 607. 

5. How are the commercial treaties of Tunis made? 
(Gnmzers Handelsp. 441). 

6. Are any American treaties perpetual? (Treaties 
and Conv. between U. S. and other Powers). 

7. Would any state of the American Union have the 
right to make a commercial treaty? Is it the same in 
Germany? Do we have commercial treaties with any 
German state? If we do how does it affect our commer< 
cial relations with the Empire? (For. Rcl. of U. S. since 
l8go; also J. Pol. Econ., Mr. '03). 

8. Is Cuba a sovereign state? Is her right to nego- 
tiate commercial treaties in any way abridged? (See 
“Platt Amendment*’). 

9. Did the commercial treaties of 1854 with Canada, 
of with Hawaii and of 1903 with Cuba involve a 
diange in the revenue laws? If they did how was the 
oonstitutional requirement met—that all bills for raising 
revenue must originate in the house? Should the ques- 
tion involved, be brought before the Supreme Court what, 
in your opinion, would be its decision? Why? (Cong. 
Rec for 1903 in connection with the discussion over Cuban 
Redprodty: Moore's Digest Inter. Law; Butler’s Trcaty- 
Mddng Power). 

la Three tariff systems have been mentioned in the 
text— <lie general, the general and conventional, and the 
■Miritimtii and minimum. Omsider commercial treaties 
AggoCittied under these different systems and classify them 
•ccordiug to groups of coomercial treaties cmtmcfited in 
tdM fit tf ff* chapter* 
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... VcOMMERaAL TREATIES 
RECIPROCITY AND THE MOST FAVORED 
NATION CLAUSE 

102. Meaning of Reciprocity.— The essence of 
reciprocity, whether applied to individual or state 
dealings, is mutuality in the matter of giving and 
receiving. As used in connection with commerce 
it denotes a treaty or convention between two na- 
tions whereby one of the contracting parties grants 
certain advantages to the other in return for the 
same or equivalent concessions received from the 
latter. A reciprocity treaty may be of a very gen- 
eral character, mutual advantages being l^’anted in 
all matters of trade, or it may be restricted in its 
scope to special advantages such as those relating 
to import or export duties, tonnage dues, consular 
matters or . the like. Reciprocity was largely ab- 
sent from early inter-state treaties. These were 
generally one-sided arrangements, often being con- 
cessbns wrung from a less fortunate rival in war. 
Even under mercantilism, where the dominant 
idea was that a gain to one nation involved a loss 
to another, retaliation rather than reciprocity was 
the prominent feature in commercial politics. The 
latter came into prominence in more recent times 
with the growth of international law and foreign 
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commercial relations. In no country may the vari- 
ous phases of reciprocity be studied to a better ad- 
vantage than in the United States. 

X03. First Hiase of American Reciprocity^ 
The first phase of American reciprocity was very 
general in character, the early treaties of “amity 
and commerce” between the United States and for- 
eign countries being based upon the broad ground 
of reciprocity in all matters of commerce. The 
treaty of 1785 between Prussia and the United 
States is typical of this, the introductory words of 
the treaty stating that “His Majesty the King of 
Prussia and the United States of America, desiring 
to fix, in a permanent and equitable manner, the 
rules to be observed in the intercourse and com- 
merce they desire to establish between their re- 
spective countries have judged that the 

same end cannot be better obtained than by taking 
thi most perfect equaiity and reciprocity for the 
basis of their agreement/' 

X04. Second Phase of American Reciprocity.-- 
This phase of American reciprocity was more spe- 
cific in character than the first phase and related 
primarily to tonnage dues. As has been previously 
itated one of the first acts of the Congress of the 
United States under the Constitution was to levy 
a dtacrfminaltng tax on tonnage wherrfjy American 
vtaielt entering domestic ports, as well as merchan- 
diae im p or te d in them paid lower duties than were 
letpilrid of foreign veiseb and dieir cargoes. The 
fiiat mdUeadon of this discriminariiif law occurred 
biltli AitWelLoftheconventto 
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between the United States and Great Brit^ en* 
acted that **no higher or other duties or charges 
shall be imposed in any of the ports of the United 
States on British vessels (or their cargoes) than 
those payable in the same ports by vessels (including 
their cargoes) of the United States, nor in the ports 
of any of His Britannic Majesty’s territories in 
Europe on the vessels (or cargoes) of the United 
States than shall be payable in the same ports on 
British vessels (or their cargoes).” It is to be 
noted especially that this reciprocity applied only 
to the direct trade between the United States and 
Great Britain, while discriminating duties still gov- 
erned the trade relations of the United States with 
British possessions in the West Indies and in North 
America. This principle of restricted reciprocity 
was extended, with some modifications, during the 
next few years to several other countri^ 

105. Third Phase of American Reciprodty.— 
Reciprocity in tonnage duties which characterized 
the period between 1815 and 1828 so far as direct 
trade was concerned, was extended by the law of 
May 24, 1828, to include indirect trade. The 
United States had repeatedly attempted to obtain 
from Great Britain a removal of the discriminations 
which were placed upon American vessels engaged 
in West Indian trade. Unsuccessful in this by the 
convention of July 3, 1815, above cited, Congress 
passed various laws, during the following decade* 
of a retaliatory character the final result being that 
Great Britain agreed in 1830 to open her West 1 % 
dian ports to American vessels upon th<^ payn^ 
16I3 
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of the same duties required of English vessels. 
This principle of reciprocity in indirect as well as 
direct trade was extended by proclamation or by 
conventions to other countries so that it became the 
general policy governing the trade relations of the 
United States with foreign countries until the out- 
break of the Civil War. 

106. Pourtb Phase of American Reciprocity.— 
Early reciprocih* of a special character both in 
Europe and in the United States related largely to 
the subject of tonnage duties and came as a reaction 
against the navigation policy of various countries 
especially of England and of the United States. 
About 1825 in the former country and somewhat 
later in the United States the principle of reciprocity 
began to be prominent in connection with the modi- 
fication of customs duties. Reciprocity treaties of 
this kind generally consist in each of the contracting 
parties granting special or lower import duties on 
certain articles imported from the other country 
than is required when the same articles are imported 
from a third country. Such a plan is apt to invite 
rdiltalibn from less favored countries and is difh* 
cult lo apply in a country like the United States 
harinf the general or autonomous tariff. As a re- 
mlt fnmt of die attempts in this country to negoti- 
ate ivcipfodty trmm of this character have re 
anhid hi firihtref. the exceptions being those < » 
fi^ wlHh Canaiii, of whh Hawaii, and of 
I9PS iriili Calia. Very mong pditkal reasons 
the nefotktions of the Hawaiian and Cu- 
Im Mcipiod^ tifito. T1» CuHdin imty of 
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1854 stands almost alone as the sole example of 
this phase of reciprocity in the United States and 
the fact that it was terminated by this country in 
1866 may be taken as an indication that reciprocity 
of this kind has not been popular in the United 
States. 

107. Fiftiji Phase of American Reciprocity.— 
This phase related to tonnage duties. At the time 
of the Civil War tonnage duties were reenacted. A 
law in 1884 prescribed that in lieu of the then ex- 
isting tonnage duty of six cents per ton (not ex- 
ceeding thirty cents per year), vessels entering the 
harbors of the United States from Central and 
South American ports should pay only three cents 
per ton (not exceeding fifteen cents per year) pro- 
vided American vessels were not required to pay 
any higher tonnage duties in such foreign ports. 
Vessels entering the United States from all other 
foreign countries were to pay the old s|^e of six 
cents per ton (not exceeding thirty cents per year). 
Objections being raised against this law by the less 
favored countries it was changed in 1886, the law 
of that year empowering the President to suspend 
by proclamation such tonnage dues “from any port 
as may be in excess of the tonnage and light house 
dues or other equivalent tax or taxes imposed in 
said port on American vessels.” The policy of the 
American government is therefore to abolish all 
tonnage duties provided other countries reciprocate. 
However as most countries maintain some form of 
light house or other port charges but few govcrn- 
16s 
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ments have been able to take full advantage of this 
law. 

io8. Sixth Phase of American Reciprocity.—* 
Section three of the tariff acts of 1890 and 1897 
registers the sixth phase of American reciprocity. 
In the former act all “sugars, molasses, coffee, tea 
and hides, raw and uncured” were put upon the 
free list (except that refined sugar paid an import 
duty of one-half cent per pound and also a counter- 
X'ailing duty when imported from countries paying 
an export bounty). All these commodities, except- 
ing sugar, had paid no import duty for many years. 
Free sugar was included in the bill when it passed 
the House in 1890 because there was an over-flow- 
ing treasury and this together with a bounty paid 
domestic producers furnished a good method of re- 
ducing the revenue. Ulien the law reached the 
Senate there was inserted a clause, largely through 
the influence of the then Secretary of State, Mr. 
Blaine, which empowered the President to impose by 
proclamation ipecified import duties on the above 
named commodities if he considered that any coun- 
try exporting any or all of them to the United States 
^impoies duties or other exactions on the agricul- 
tural or officr products of the United States which, 
in view of the free intro<luction of supr, molasses, 
tea, ct^ee and hides into the United States he may 
^km to he reciprocally nnjust or unreasonable.” 
This wdpiodty feature of the tariff act of 1890 
was o miM in ffw tariff law of 1894 but re-inserted 
bt of 1S97 and inclndcd in the latter, the 
ileiiil of ooffee, tea, tonka beans and vaniSll beans. 

m 
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Sugar had been placed in the duty list in the law o! 
1894 and retained there in the act of 1897 because 
of the revenue needs of the government. In ac- 
cordance with section three of the tariff law of 1890 
reciprocity treaties were negotiated with most of 
the coffee and sugar producing countries. Al- 
though no concessions were obtained from the great 
tea-exporting countries of Asia or the important 
hide-exporting country of Argentine the President 
did not see fit to place the threatened import duty 
on tea or hides coming from these countries. These 
reciprocity arrangements were annulled by the tariff 
act of 1894 and were not renewed in the law of 1897. 

109, Seventh Phase of American Reciprocity. 
— Section three of the tariff act of 1897, in addition 
to the feature referred to in the prece^ng para- 
graph, authorized the President to o^r certain 
specified rates, which were lower than the rates in 
the general tariff, on imported crude tartar, bran- 
dies, champagnes, w'ines, paintings and statuary. 
“The country aimed at,” says Professor Tauss^, 
“was France. The higher duties on silk in the new 
act (of 1897) would especially affect this country 
and might tempt her to reprisals. Her system erf 
maximum and minimum duties, adopted in 189a, 
was especially devised as a means of securing con- 
cessions in commercial negotiations. Now the 
United States followed suit and arranged her own 
system of duties in such a manner that concesstont 
were provided for in advance. The whole had 
8omewh»t die effect of a conedy, each coun^ eil- 
adlnf duties whk^ it did not care to odofct 
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tnd offering concessions which it did not regard as 
real concessions.” A reciprocal arrangement, by 
virtue of this section, was made with France which 
went into effect on June i, 1898. that country grant- 
ing her minimum rate on certain American imports 
—the concessions being identical with those granted 
to the United States under the act of 1890. Simi- 
lar arrangements were also made by the United 
States with Portugal, Germany, Italy, and Switzer- 
land. 

no. l^hth or Final Phase of American Reci- 
procity.— The final pliasc of American reciprocity 
if merely an extension of the precetFng phase. 
*With a view to secure reciprocal trade with for- 
eign countries” the President was empowered by 
aection four of the tariff act of 1897 to make com- 
mercial arrangetnems with other nations offering 
in return for equivalent concessions, reductions on 
import duties (the maximum being twenty per 
cent), and a transfer to or retentbn on the free 
lift of certain gorsds. The law required that treat- 
ies be made within two yean after the passage of 
the set and be arranged for a period not exceeding 
fve yetrt. They muft furthermore receive tbe 
coment of Cmgrm before becoming operative 
Several tieatiei were negotiatfd by virtue of this law, 
•Otaldy wllb France, Feuador, Nktragtsa, and 
wUh Gff«l Bfitaln and Denmark for their West In 
dhfi coMes and icnt to the SeiuMe by the end of 
btat oppnattion to them* eapedally to the Frmeh 
im Hwng eyioufh to pretfiit ratifieai^ 
mu ffnaiiy 'lett'led 10 but at the wp' 
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producing countries are concerned by a stipulation 
in the Cuban reciprocity treaty of 1903 granting a 
reduction of twenty per cent, upon sugar imported 
into the Unjted States from Cuba with the under- 
standing' that “no sugar the product of any other 
country shall be admitted by treaty or convention 
into the United States while this convention is in 
force, at a lower rate of duty than that provided by 
the tariff act of the United States approved July 24, 

1897.” 

III. Meaning of the Most Favored Nation 
Clause.— Reciprocity treaties were at first limited 
to exclusive and distinct engagements between the 
contracting parties, each treaty differing more or less 
from other similar compacts. As such treaties be- 
came more frequent it often happened that recipro- 
cal arrangements between two nations ^ere ren- 
dered, in a greater or less degree, valueless by one 
of the contracting parties granting more liberal con- 
cessions to some third nation. To obviate this dis- 
advantage it gradually became common to stipulate 
in reciprocity treaties that each of the contracting 
parties would grant to the other every concession 
granted to the most favored nation. This stipula- 
tion became known as the most favored nation 
clause. While traces of such an arrangement are 
found as early as in the treaty of 1654 between Eng- 
land and Sweden the most favored nation clause 
did not form an important feature in international 
commercial agreements until the latter part of the 
eighteenth century. 
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zia. Restricted (or American) Most Favored 
Nation Policy. — The most favored nation clause 
b to he found in the American commercial treaties 
from the very start. Article two of the treaty of 
“amity and commerce” of 1778 between the United 
States and France — the first one negotiated by the 
American colonies after their “Declaration of In- 
dependence,” stated that “the Most Christian King 
and the United States engage mutually not to grant 
any particular favor to other nations, in respect of 
commerce and navigation, which shall not immedi- 
ately become common to the other party, who shall 
enjoy the same favor, freely, if the concession was 
freely made, or on allowing the same compensation, 
if the concession was conditional,” This clause 
which is substantially the san)c as in most of the 
general American commercial treaties registers the 
uniform aimmercial policy of the United States as 
regards its interpretation of the most favored nation 
ohfigitioii. It should be carefully noted tliat this 
rtipulatkm is not opposed to reciprocity. It does 
not prevent the United States from making recipro- 
cal iitingemcnti with other nationf. The most 
fovored natkin ciaoie meant, according to tlie 
Amtfkm interpretation, that the “matt favomi 
mliMi*' k entitled to all gratuttout concessions to 
dird cowitriei but if the United Statet grants con- 
to anntber natipn in return for equivalent 
tile mm favored nation may only claim 
imti by graniliig tbe tame or etfuivalent 
kmm fat filifn. Il k die fadiife on «br i»rt of 
mm Mm fmmm m to nndcfiiand tbe co»* 
m 
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sistent and uniform policy of the American govern* 
ment in this respect that is responsible for the mis- 
taken claim that the United States has in some in- 
stances violated her most favored nation obligations. 

1 13. Unrestricted (or European) Most Favored 
Nation Policy.— In the unrestricted most favored 
nation policy each contracting party mutually agrees 
to grant unconditionally to the other every commer- 
cial favor granted to a third power. While the 
policy of European nations has not been uniform 
regarding this subject the general tendency, since 
the treaties of the free trade era of the sixties, has 
been for most European nations to regulate their 
international commercial relations upon the basis of 
unrestricted most favored nation rights. This was 
partially conceded in the Cobden treaty of i860 be- 
tween England and France wherein artiSe nineteen 
stipulated that “each of the two high contracting 
powers promises to grant to the other every &vor, 
every privilege or reduction in import duties of the 
articles mentioned in the present treaty, which one 
of them should accord to a third power.” A more 
complete expression of unrestricted most favored 
nation rights is found in article five of the commer- 
cial treaty of 1865 between Belgium and the German 
Zollverein which states that “every favor, every 
immunity, every reduction in import or export du- 
ties which one of the high contracting parties shai 
accord to a third power, shall immediately and un- 
conditionally extend to the other.” 

X14. Scope cd the 'Most Favored Nation ClioM^ 
-^The scope of the most favored nation dauae 
.*71 
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fers in different countries and is not always the 
same for different treaties in the same country. In 
the commercial treaties of the United States the 
most favored nation right refers in some cases to 
“any particular favor in navigation and commerce” 
while in other instances it applies to specific sub- 
jects such as consuls, diplomatic agents, real estate 
ownership and the like. In the Frankfort treaty of 
1871 between Germany and France it extends to 
import, export and transit duties as well as to cus- 
toms formalities. On the one hand, in some 
treaties, as for example in the German-Japanese 
treat)' of 1896. it covers the whole field of commer- 
cial matters, while on the other hand it is sometimes 
restricted to a few articles such as sugar and rice in 
the treaty of 1841 between England and the Gennan 
Zollverdn or coal and iron in the treaty of 1846 be- 
tween Belgium and Holland. Occasionally special 
articles arc exempted from most favoretl nation 
treatment as, for example, sugar in the provisional 
treaty of 1881 between France and Austria, A 
notable rcitriction exists in the most favored nation 
regulation between Germany and France, article 
eleven of the Frankfort treaty stipulating that either 
of the contracting parties must grant to the other 
gratnlloitsly and uncondtUonally concessions given 
to Ef^^d* Belgium, Holland, Switaerland, Aus- 
Irk and Eniiti. 

Ikst kvored nation treatment generally applies 
fo domitk pfodneu or vessels and not to those of 
Dtffi«ntial tradment and most favored 
upmiaiiti are not always incooiistenb 

m 
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Some contiguous countries, for example, grant 
special favors regulating their border traffic, the 
advantages of which most favored nations may not 
claim. Close* political relations may sometimes 
justify preferential treatment as was the case in the 
American-Hawaiian treaty of 1876, Germany and 
other European countries vainly claiming from 
Hawaii, by virtue of the most favored nation agree- 
ment, the privileges extended to the United States. 
While the most favored nation right is generally re- 
ciprocal and enjoyed by both parties this is not al- 
ways the case especially in treaties between Western 
and Eastern nations. Article eleven of the treaty of 
1856 between the United States and Siam, for in- 
stance, stipulated that “the American government 
and its citizens will be allowed free and ^ual par- 
ticipation in any privileges that may have been or 
may hereafter be granted by the Siamese govern- 
ment to the Government, citizens or subjects of any 
other nation.” There was no reciprocal obligation 
on the part of the United States to extend the same 
privileges to Siamese subjects. 
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emption of tonnage dues to German vesseis in i88S Iwt 
rescinded this action in 1896. What was the jnsli^tida 
for this procedure? ( J. Pol. Econ., II., pp. 239-331; Mess, 
of Pres., IX, 697; For, Rel. of U. S. for 1885, 188^ 1894 
and 1896; Moore’s Digest, V., Sec. 766 ). 

3. Germany claimed that the United States should ex- 
tend to her the same reductions made to France in 189S 
on the ground that the United States enjoyed all the bene- 
fits of the Gennpn conventional tariff. Was the American 
govCTnment justified in refusing this claim? (J. Pd. 
Econ., II., 231). Switzerland claimed the same conosssioiis 
and was granted them. Was this right? (References in 
question number two). 

4. What is the position of the Republican party on 
reciprocity as expressed in the national platforms since 
1890? Has Republican legislation been in keeping wifik 
the platform statements on reciprocity? 

5. What arc the views of the following American 
statesmen regarding reciproaty? Blaine (Twenty Years 
in Congress); Garfield (works); Sherman (works); 
McKinley (Buffalo Speech in 1901); Cummins of Iowa 
(Art. “Reciprocity” in Encyc Amer.); and Roosevi^ 
(Mess, of Pres.). 

6. Does reciprocity mean an abandonment ofVhe pofiegr 
of protection or a general lowering of import duties? Hat 
American reciprocity since 1890 had any effect oa hmer- 
ing import duties? in raising them? (Taussig’s Hist 
Tariff, pp. 281-2 ; Am. Econ, Assoc. Pub. Seventeenth Ann, 
Meeting, Part II., pp. 106*129). 

7. It was asserted by the late Senator Hanna that some 
rates in the tanff act of 1897 were made abnormally hiidt 
for the purpose of obtaining concessions from forrign 
countries by lowering these rates. Was such a course 
justifiable? Was it successful? (References in precedtog 
question; also speeches of Allison, DoUivtr, Hak and 
Hanna in Cong. Rec for Jan. 19013). 

8. Has there been any question u to the c on s titmi oii* 
ality of tbe reciprocity measure of 1890? 

m 



COMMERCIAL POLICIES 


9^ Rcgirding section three of the tariff act of 1891 
(tixth phase) the text states: Although no concessions 
were obtained from the great tea-exporting countries of 
Asia or the important hide-exporting country of Argen- 
tine, the President did not see fit to place the threatened 
import duty on tea or hides.” Why? (G)nsult Taussig’s 
Hist of Tariff; also Statis. Abs. of U. S.). 

la According to American treaties could the United 
States place an internal Ux on strictly domestic articles? 
on strictly foreign articles? on articles both produced at 
iKxne and also imported? Give examples and show effects 
in each case. 

II. Make a careful abstract of the commercial arrange- 
ments of United States with some foreign government by 
virtue of the reciprocity clauses in tariff acts of 1890 or 1897. 
Discuss the merits of the case w'ith special reference to the 
advantages obtained by United States. Discuss especially 
the ^North" reciprocity arrangement with Germany in 1907. 
(Doc. Catalog ; periodicals and trade papers, J. PnL Econ. 

1907 ). 



CHAPTER XIII. 


PUBLIC TRADE-PROMOTING INSTITUTIONS 

115. Oeiicrtil^ While all governmental activities 
have an influence in developing a nation’s com- 
merce and industries, most civilized countries have 
special legislative committees and executive depart- 
ments or bureaus devoted to the furthering of for- 
eign commerce and commercial relations. In the 
legislative branch of the American government 
there are various standing committees of the House 
of Representatives and of the Senate which are 
charged with duties aflfecting the foreign commerce 
of the United States. Among the former may be 
mentioned the committees on interstate and foreign 
commerce, foreign affairs, and insular affafK, while 
the standing committees of the Senate include those 
of commerce, foreign relations, interoccanic canals, 
Cuban relations, Pacific islands and Porto Rico, 
Philippines, and Canadian relations. Besides these 
standing committees there are also certain special 
or select committees such as the Senate committee 
on industrial expositions and on the transportation 
and sale of meat products. 

Many departments of the executive branches of 
the American government are also charged with 
duties rehtii^ to foreign trade. This is especially 
^ cftie IS reprds the Department of State, widt 
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its Bureau of Trade Relations and the Consular 
Bureau; the Treasury Department with its Board 
of Appraisers, Collectors of Customs and Customs 
Division ; the Department of Commerce and Labor 
with its Bureau of Statistics and Bureau of Manu- 
factures; the Department of Agriculture with its 
Bureau of Statistics containing a Division of For- 
eign Markets; and the War Department with its 
Bureau of Insular Affairs. 

Finally, there should be added to this list various 
international and naibnal commissions such as the 
International Bureau of American Republics, the 
United States Industrial Commission, the American 
Reciprocity Commission, the Commission to the 
Philippines and the Isthmian Canal commissions. 

116. United Statea Department of State.— The 
Department of State is charged, under the direction 
of the President, with the duties ai)pertaining to 
corrcipondence with the public ministers and the 
oootuli of the United States, and with the repre- 
fcntatim of foreign powers accretlited to the United 
Staiei. This department is also the custodian of 
Hie treaties made with foreign states, grants and 
itsoei ptiiporU to American dttaens and exequaturs 
lo loifigii coRMils in the United States, and pub- 
among other things, an annual volume on 
ForeSgii Helatkmi of the United States, all 
Amerkin traitiai and other miiccllaiieoiti matter 
pf i fsomifieftia} chifadcr. The head of the dr 
p t mm b Ok SeertUtty of Sttte »nd onder him 
■ft Wfcnl iMblwit*, the Third Aisiblaiit Sccretwy 
«f SMi MiV charged with datks per* 
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taining to the consular service. Among fht fmreaisi 
of the department having to do with commerdai 
matters the most prominent are the Bureau of 
Trade Relations and the Consular Bureau. The 
former prepares instructions to consular officers for 
reports to be printed by the Department of Cbm* 
merce and. Labor, revises and transmits such reports 
to said department and to other branches of the 
Government service, and compiles commercial in* 
formation for the use of the Department of State. 
The work of the Consular Bureau has been stated 
officially to consist '‘principally of correspondence 
with consular officers in regard to their offidal 
duties.” 

117. General Consular Service.— A consul is an 
agent appointed by a government to reside in some 
foreign country for the primary purpose of pro- 
tecting and fostering the commercial interests of 
the home government. He differs, thergforc, from 
a diplomatic officer in that the latter has prindpally 
to do with political relations. In other words a 
consul is an (^cial commercial agent while a 
lomat is an official political agent. While ffus Is 
the general distinction, the duties of each class otol 
overlap, consular officers being sometimes reqmiod 
to exerdse political functions espedally in coun- 
tries where there are no diplomatic representatively 
and the latter often being charged with very im* 
portant commerdat matters. While the duties of 
American consuls are manifold thdr most im- 
portant oommerdal functions consist in 
ance which they render in the administratfoD of 
m 
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tariff law, especially in the certification of consulal 
invoices and in furnishing reports on commerdal 
subjects. As regards the latter, in addition to 
special reports, annual reports have been issued 
since 1856 (Commercial Relations of the United 
States), and later these have been supplemented by 
monthly (since 1881) and daily reports (since 
1897). 

Officers with duties of a diplomatic or consular 
character were appointed in very ancient times, but 
the modem consular system dates from the rise or 
revival of commerce in the Italian cities at the time 
of the Crusades. Since then the system has be 
oome a part of the commercial politics of all civi- 
lised countries. The general duties and privileges 
of consular officers are determinctl principally by 
niteniitioiitl law. by treaties, by local customs and 
by statutory enactments and therefore vary some- 
what to meet local or national conditions. The 
prindptl consular ofikers are tmtally appointed hy 
the eaeculive, in the I'niied States by the President 
frith the advice and consent of the .Senate, while 
fohordtnate consular officers are generally dcsig- 
oaled hy the Secretary of State or by the principal 
oonsular officers. In most of the advanced nations 
cciiiiiilir ippointmcfits are based upon competitive 
danitiatioii, tenure is during gooil behavior and 
•dvauccnwfit is the rrMill of merit— conditions 
which offer tsonorabk public career* to ambitions 
yoifllf men. Until rtcmlly in the ITiitrd States 
n^Hwi n tm en t* Have been secured through 
MtiCBcr, ippheants heiiif tubjected to an 
lii 
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examination only after their appointments were set- 
tled upon, while tenure has been based upon political 
elections and has therefore been insecure. Usually 
a principal consular officer is accredited by the 
home Secretary of State to the corresponding officer 
in the foreign country, and before entering upon 
the duties of his office he must obtain from the 
latter an exequatur or written permission to act in 
his official., capacity. 

ii8. Development of the American Consular 
Service.— During the War of Independence con- 
sular functions were exercised by the American 
commissioners in Europe in addition to their diplo- 
matic duties. The first consul of the United States 
was appointed in 1780. After the adoption of the 
Constitution, which conferred upon the President, 
in conjunction with the Senate, the power of naming 
consuls, several appointments were made, but the 
first general law regarding consuls was not passed 
until 1792. From that date until 1856 various 
consular laws were enacted, but in the latter year 
Congress passed a comprehensive law Which has 
remained upon the statute books with slight altera- 
tions until very recent times. During the past few 
years, however, there has been much agitation in 
favor of certain reforms in the American consular 
service. The principal evils complained of have 
been: *‘(i) imperfect mode of selection of consular 
officers, (2) no permanency of tenure, (3) inade- 
quate compensation resulting in (a) the exaction 
of excessive fees and (b) the creation of consular 
agencies to increase salaries, (4) excessive number 
181 



COMMERCIAL POLICIES 


of consulates and commercial agencies, (5) imper- 
fect enforcement of relations, especially as regards 
amounts of fees and their collections.” In order to 
remedy the evils of the American service various bills 
have been introduced in Congress from time to time, 
the main features of which were (i) definite and 
ample salaries, (2) the abolition of all unofficial or 
personal fees and the payment of all revenue derived 
from fees into the United States Treasury, (3) va- 
cancies filled by promotion and ap{X)intment based 
upon merit and general cfficienc)', (4) securit)' of 
tenure and (5) adec|uate ins[)cction of the service. 
The efforts towards reform resulted in the consular 
law of 1906 and this. supj>lementcd by certain exe- 
cutive orders, lias placed the consular service of the 
United Staiet on a much nKire satisfactory basis. 

119. Frctent American Coniular Law.^The 
consular service of ilie UnitiHl States consists of 
consuls-geitenl. vice*<:on.suU-gcneral, deputy con- 
iub*gcncriJ, coniuli. vice-consuls, deputy consuls, 
and consular agents, lirsifln varbus consular clerks, 
interpretm and imrshali. The preaent law divides 
the principal consular officers into the following 
ciaaiea« 
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CONSULS 


Class I.— Salaiy. 

“ II.- “ 

« III.- " 

“ IV.- “ 

« « 

« VI- « 

« vii_ « 

« VIII.- " 

" IX.- “ 
Total 


^&fioo i&tm) 

6 fioo {*** y 

5.000 ( 8 m all) 

4.500 iu in all) 

4.000 (21 in all) 

3.500 (32 in ail ) 

3.000 (47 in aU) 

2.500 (6i in all) 

2.000 (70 in all) 


THe new law makes no statement r^farding llie 
appointment of the principal consular officers (con- 
suls-general and consuls), but the general constitu- 
tional provision requires that they be appointed by 
the President, by and with the advice and consent 
of the Senate. The subordinate offices generally 
“shall be filled by appointment as heretofore,” 
which means that officials holding these positions 
“are appointed by the Secretary of State, usually 
upon the nomination of the principal consular 
officer.” The appointment of consular ag«its, 
however, has been based upon examination and their 
tenure upon good behavior. The present law states 
that they “may be appointed, when necessary, as 
heretofore.” In this connection mention should be 
made of recent acts of Congress providing for ten 
“student interpreters” to be stationed in the Orient. 
They must be non-partisan, citizens of the United 
States and must agree to continue in the service 
ten years. Their main duty is to study the C3iinese 
and Japanese language in order to serve as inter- 
preters to legations and consulates in the Orient 
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One of the weaknesses of the service has been 
the lack of adequate inspection. The present law 
provides for five inspectors of consulates to be 
designated consuls-general at large, who shall re- 
ceive an annual salary of $5,000 and travelling 
expenses and shall be appointed from the members 
of the consular force possessing the requisite quali- 
fications of experience and ability. They must 
inspect such consulates as the Secretary of State 
shall direct, but the law specifies that each consular 
offkx shall be inspected at least once in every two 
years. 

Foreigners shall not be appointed to any consular 
post in the American service the salary of which is 
in excess of $1,000 per annum nor shall any consul- 
general, consul, or consular agent receiving a salary 
of $ifiOO or over engage in any business within his 
consular district. 

Formerly fees were generally regardc<l as per- 
quisitcf of the office, and in a great many instances 
fudi fees ifipropriated by consuls were largely in 
exccii of their regular salary. Later the law dls- 
tinguiahrd b etween officta! and unofficial fees, the 
former being paid inio the Unittfl Sutes Treasur) . 
Thli dirtathniefit of personal feet without a corrt- 
ipoiidipg tncreaie of salary made the remuneration 
•0 imall that many consular ofiktrs found it next 
to impon^ 10 live respectably on their salaries, 
a cond^ioo of af airs demoralixtng to the service. 
The pffMM hus' remedied Ihew derecu by making 
mm iftml ••bry tOowMce* and ilipaUiing aJso 
-dMt ail feat, oOeiai or mnAeial, received by any 
•■l 
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officer in the consular service for services rendered 
in connection with the duties of his office or as a 
consular officer . , . shall be accounted for and 
paid into the Treasury of the United States, and the 
sole and only compensation of such officers shall be 
by salaries fixed by law.” 

lao. Recent Regulations Governing Appoint- 
ments and. Promotions.— In the various consular 
reform measures advocated in recent years em- 
phasis has been laid upon the importance of apply- 
ing civil service rules in the matter of appointments 
and promotions. This has been the principal rock 
on which proposals for the reform of the consular 
service have been wrecked, opposition coming 
largely from politicians who fear the loss of political 
patronage. The present act was passed by Con- 
gress only after the elimination of provisions regu- 
lating appointments and promotions. Much, how- 
ever, has been accomplished to supply this deficiency 
by means of “executive orders,” or such regulations 
as the law authorizes the President to pre^ibe “for 
the admission of persons into the civil service of the 
United States as may best promote the efficiency 
thereof.” The weakness of these regulations lies 
in the fact that they may be changed or abolished 
at the will of the executive. Public opinion, how- 
ever, is so aroused on this subject that there is little 
likelihood of any retrograde movement. 

A step in the right direction was President Qeve- 
land’s Executive Order of September 20, 1895, 
whereby it was prescribed that vacancies in con- 
sulates-general, consulates, commercial or consular 
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tgetides, where the salary was not less than $1^)0 
nor over $2,500 per annum must he filled "(a) by a 
transfer or promotion from some other position 
under the De|)artment of State of a character tend- 
ing to qualify the incumbent for the position to be 
filled, or (b) by appointment of a person not under 
the Dq>artment of State but having previously served 
tiiereunder to its satisfaction in a capacity tending to 
qualify him for the position to be filled, or (c) by the 
appointment of a person who, having furnished satis- 
la^ory evidence of character, responsibility and 
capacity, and being thereupon selected by the Presi- 
dent for examination, is found upon such examina- 
tion to be qualified for the position/' These regula- 
tions were extended by the present administration 
in the executive order of November loth, 1905 to 
ioclude aU consular vacancies mentioned atove 
where salaries were not less than $1,000 per annum. 

lai. Prtaent Regulattont Governing Appoint- 
ncfit and Promotioiit^ By the Executive Order 
of June 27, 1906, the President prescribed the fol- 
lowing regulations to govern the selection of con- 
Mtli-gesiera] and consuls, subject to the advice and 
oonaent of the Senate ; ( i ) vacancies in the offices 
of coQtnli-fciiertl and all consuls above class VIII 
ire to he filled fay pfxxnotion from lower grades; 
(j) ficaodes in the offices of dasses VIII and IX 
dliB he filled, (a) by promotion of subordinate 
OOBmlar cffictals, or (h) by new appointments of 
euMldltea pastil^ a satisfadory examination; (3) 
UyifliiMM <rf S«tte dBcUs • »»l»ry of 

tifnP or over are digibk for any eomalar post 
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above dass VIll of consuls ; (4) the cMef eseanuner 
of the Civil Service Commission or some OOe desig- 
nated by it, the Chief of the Consular Bureau and 
one other official of the State Department shall con^ 
stitute a Board of Examiners for admission to the 
consular service; (5-6) this Board shall fomudate 
rules for and hold examinations of applicants as 
well as prescribe the scope and method of the ex- 
aminations, but certain designated subjects most be 
included; (7-8) the examination is rated on a scale 
of 100, a passing grade being 80 or over, and can- 
didates must be between the ages of twenty-one and 
fifty, citizens of the United States, and of good 
health and character and “be specially designed by 
the President for appointment to the consular serth 
ice subject to examination f (9) whenever a va- 
cancy occurs in the eighth or ninth class of consuls 
“which the President may deem it expedient to M,** 
the list of candidates who have passed ffie required 
examination shall be sent to him for his inf ormth 
tion; (10) all promotions must be ba^ on effi- 
ciency; (u) all vice-consuls, deputy consuls, con- 
sular agents or student interpreters must past 
the required examination in order to become eligffile 
for promotion; (12) in the matter of appointmeiits 
the political affiliations of the candidates are not to 
be considered, but due regard must be had to secur- 
ing proportional representation in all the states and 
territories. 

laa. Eeguktions Governing EMmfnatiosini**- 
In pursuance of the Executive Order of June af> 
190^ the Board of Examiners has adopted cerlali 
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regulations governing examinations. These ex- 
aminations are the same for all grades and are both 
oral and written. The object of the oral examina- 
tion is ‘*to determine the candidate's business ability, 
alertness, general contemporary information, and 
natural fitness for the service, including moral, 
mental and physical qualifications, character, ad- 
dress and general education and good command of 
English.'' The written examination includes “those 
subjects mentioned in the executive order, to wit, 
French. German or Spanish, or at least one modem 
language other than English ; the natural, industrial, 
and commercial resources and the cotnmerce of the 
United States, especially with reference to possi- 
btlilies of increasing and extending the foreign 
trade of tlie United Slates; [xdiUcal economy, and 
the ckmmts of imemational, cimTmercial, and 
maritime law. It likewise includes American his- 
tory, go\*cmfiiem and institutions; political and 
commemal gi?f*gTa|»lty ; arithmetic {m usetl in com- 
mrrcial staiistks, tariff caiculaiioiu, exchange, ac- 
COUiUa, etc, ) ; the modem hitiory of EufO{)e, Latin 
Amerka. and the Far East since iBsa with particu- 
lar itfenlion to politictl, commercial, and economic 
tcndcncka* In the written eximinatbn, cornpo- 
fhlon, iraflamar, punctuation, spelling and writing 
•re fifcn •ttemiott.'* In order to become eligible 
'lOf il^p|MMili^^ ttt countries where the United Stata 
mmtkm fairiterrhorial jurtidktioii, additioital ex- 
ait fftitfimi in the princtfdei of the com- 
m m iwri the rule* of evkkiice and the trial of civil 
mi mm Student tmerpreu^s m sob* 
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jectcd to the same examination as other consular 
aK>licant8 excepting that their age limits are nineteen 
to twenty-six inclusive, and they must be unmarried 
and agree to continue in the service ten years if the 
government desires them to do so. Candidates 
attaining upon the whole examination an average 
mark of at least eighty are placed upon the eligible 
list for a perbd of two years. 

133. Criticism of the Present American Con- 
sular Service.-— In summarizing recent legislation 
and regulations affecting the American consular 
system, it may be said that the tendencies are in the 
direction of more efficient service. The law of 
April 5, 1906, bettered conditions by reclassifying 
consular offices, abolishing unofficial fees, providing 
more equitable and adequate salaries and making 
provision for more regular and efficient consular 
inspection. Executive orders have improved the 
service especially in the way of regulations govern- 
ing appointments and promotions. These have not, 
however, been entirely adequate and their %ilue is 
lessened by the fact that they may be changed or 
abolished as already stated, at the will of the execu- 
tive. The political character of appointments was 
very little dianged by the executive orders of Sep- 
tember 20, 1895, and November 10, 1905. Candi- 
dates were chosen for particular posts in the service 
almost entirely from political considerations, and it 
was quite settled that their appointment would issue 
after they had passed the prescribed examination. 
Under such conditions an examination acted as only 
a slight deterrent to political appointments and very 
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lew fiuled who were allowed to take the examina- 
tion. Under the new order of June 27, 1907, the 
situation is considerably improved. The candidate 
comes up for examination not only without any in- 
formation whatever as to the post to which he may 
be appointed, but also without the definite assurance 
that he will be appointed to any post, although he 
may receive the necessary marks which entitle him 
to be placed upon the eligible list. Furthermore, 
an applicant is not now eligible, as in the past, to 
the higher positions — a condition acting as a dis- 
couragement for purely political appointees. In 
commenting on the new order a prominent govern- 
ment otiicial stales that “political considerations do 
not enter inlo the designation, as iliey <lid under the 
old order, and fiirthennore, other things Ijcing equal, 
the designaikmi at well as ajijioinimenis arc to be 
made m as to secure f>rr#pi*riionaI represemation of 
all the itates and territories.** As regards the 
$mmA pmm. pn^^rtiimal rqiresentalion is not a 
new idea in the rniinl States at it has always been 
mort or \im of an unwrittm law. As to the first 
point the exccuiiiT order, which has already been 
(fooled, HHiiig that “no one dtail be examincti . . . 
who hni not bccti i^ialH designated by the Prtsi- 
dciti lor i|ii|ioiittfitcfn to the consular service subject 
m don nm nectsianly insure that 

fnlhleit iMiiderationi wtE not enter into die clesig* 
oUloiiL Mor iff Ihffe any tittmiaisonii either in ihe 
^laeiitiif mAer or in ^ rcgiilittoiis governing 
isaiiriMritiiii •» In tiw oamier In whkh tbe^ desr 
fiiilli ift iNNil, Hkj mifht he made in fock ^ 
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way as to open the door to all aspirants or so as to 
discourage them more or less effectively. The gen- 
eral rules and Order suggest that the latter course 
is regarded by the President and the Department as 
the most effective. The popular idea, therefore^ 
that the new consular law and executive order open 
the door to a consular career for any aspiring young 
man is hardly truer now than under the old law. 
The applfcant must still practically obtain the en- 
dorsement of the senators of his state before even 
being designated for an examination, and then there 
is no assurance, upon passing the examination, that 
he will receive an appointment since the number 
designated is largely in excess of the number of 
vacancies. Should the young man, however, be 
successful and enter the service there is more assur- 
ance now than formerly that an honorable career 
will be open to him and that the government will 
obtain a better servant. 

For bibliography and suggestive topics and qnestiaas 
consult the following chapter (XIV). ^ 



CHAPTER XIV. 


PUBUC TRADE-PROMOTING INSTITUTIONS 

(cMtinuti) 

taf Commercial Attichie.— The duties of dip* 
lomatic officers are, as has been stated, primarily 
politial, while those of consular officers arc prin- 
cipally commercial. Nevertheless, many conimcr- 
cial questions arc conslanlly cmning up which 
diplomatic officers, because of their closer relations 
with foreijjn i^nemmcnt, arc often in a better situa- 
ticin to cofiitder tluin arc ctmsiilar officers. A few 
countries bridge the gap bdwern these two classes 
of offictils by llw i(ip(»intmrnt of commercial at* 
taclm who nay be styled commercia] diplomatic 
igcsils since they are bi«th mcnibrri of an aiibassy, 
Of kplnin, ami arc anpbycd ai experts cm com- 
isierttil qurslions aming bdwem the Itomc and 
loretgn gomittiimii Such officoli fonn a part of 
the Engiiili and Ktiiiiin dqikmatic service, while 
ijfis3ir oAcffi. alN "igrknliufal attach^,'* con- 
ftitoie i fan of the (iennan urrvke. Stjch ap* 
pomlnicfii* iff of rreem ongin. The plan was 
Imagiiriidl by Engtand ni iSHo and ihe now his 
mil ciiointcfcial uticli^ 

1% ftroi ml far C o pw m kl Attacbb in the 
Ammim Ofkmmk imk$^rbt idvMy 
d mHn oRwiweiil afladiib » pwt of A* Anw- 
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can diplomatic service has been discussed in the 
United States in recent years. In 1904 aft official 
circular letter was addressed to American diplo- 
matic and consular officers asking for an expression 
of views on this subject. The replies were gen- 
erally favorable, but there were certain objections 
advanced,, the most important being (i) the danger 
of impaj^mg the dignity and usefulness of diplo- 
matic officers by identifying them too closely with 
commercial activities, (2) the danger of conflict 
between consular and diplomatic officers with the 
possible result of impairing the initiative and zeal 
of the former, (3) the additional expense to the 
government without the guaranty of sufficient re- 
turns. Based upon the results of this inquiry a 
bill was drafted, which was approved by the Presi- 
dent, asking Congress to appropriate money for six 
special agents of the Department of State, with the 
diplomatic rank and title of commercial attache, to 
be appointed by the President, preferably from the 
consular service, and to be assigned, l^bject to 
transfer at the discretion of the Secretary of State, 
to embassies and legations, or to particular trade 
regions or to such occasional service in the Depart- 
ment of State as might be deemed advisable by the 
Secretary of State. The inspection of consulates 
was to be a part of the duties of these attaches. 
Their salaries were to be liberal, and tenure was to 
be during good behavior. The advocates of the 
law claimed as advantages (i) that such officers 
would have more direct relations with foreign gov- 
emments than the consuls and would be in a posi- 
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tbs to obtain information often inaccessible to the 
latter; (a) that they would keep ambassadors or 
ministers more thoroughly informed on important 
commercial questions, and (3) that they would 
offer an incentive to more efficient work on the 
part of consular officers both because it was pro- 
posed to favor the latter in appointments to these 
positions and because of the supervisory power of 
the attach^. Congress did not pass this bill, but 
instead passed a law providing for the appointment 
of commercial experts to carry on trade investiga- 
tions in different parts of the world under the direc- 
tion of the Department of Commerce and Labor. 
In the new consular law which took effect on 
June 30, 1906. Congress also provided, as has been 
stated, for five inspectors of amsulatcs. While 
these two bws have lessened the urgency of appoinl- 
tng oommerda] attache, the writer is inclined to 
believe, from aeveral yean’ experience as sccreUry 
of an Amerkan Embassy, that such oflkers, if ar^ 
fuRy chosen, would amply repay the small addi- 
tional expense to the service. 

lift. Uiiitid Statit Trtiitify Department— 
Tint departmern it charged with the management 
of the ftiliofiij ftnancet, and its importance to the 
loifigii c o i m ticrct of the country ta due largely to 
the iict that about thirty-ftve per cent, of the total 
federal rtmm of the Untied ^tes is derived from 
dwtlffff on tmpvfa. The adminitlriibfi of the tariff 
ll laiqiiiy. I^ferv, a malter of the Department of 
the TfUiUify. The part played the customs 
wl 1^ the kiod aod gmiil apprahers 
ifti 
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has been related. The Customs Dims^ oi tids 
Department has important duties relating to mat- 
ters of the customs, among other things being 
charged with the publication of the decisions of the 
Treasury Department and the Board of General 
Appraisers, the preparation and promulgation of 
rules and regulations to govern the official action of 
customs officers, the ascertainment and establish- 
ment of rates of drawback and rebates, the regula- 
tion of the landing of passengers from abroad and 
the examination of their baggage. They also en- 
tertain (i) requests from customs officers for advice 
and instructions relative to current procedure, to 
the construction of statutes and to matters arising 
under special conditions; (2) appeals against the 
collectors’ assessment of duty upon passengers’ 
baggage, household effects, tools of trade, etc.; 

(3) requests from societies for the free entry of 
articles under various special provisions of law; 

(4) applications for the release of seiz^ goods, for 
the remission or mitigation of fines and penalties, 
and for relief from additional duties incurred by 
reason of undervaluation; (5) applications from 
the several executive departments for the free entry 
of articles imported by the United States and for 
the extension of courtesies to diplomatic and dis- 
tinguished passengers on arrival, etc. 

lay. United States Department of Agriculture. 
—In many countries agriculture is the very founda- 
tion of commercial prosperity. This is preoni- 
nently the case in the United States where good 
crops are practically synonymous with good tima. 
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Anything, therefore, affectii^ the agricuttural con- 
ditions of the country ts of vital interest to the 
American people. The importance of agriculture 
to die foreign trade of the United States is shown 
hy the fact that in spite of a growing tendency 
toward increasing consumption of domestic agri- 
cultural products, coupled with a remarkable growth 
in the value of exports of domestic manufactures, 
nearly two-thirds of the value of the total export 
trade still consists of food products and crude ma- 
tertalf for use in manufacturing. The Secretary of 
Agriculture, among his various duties, cxeraV^es 
advisory stipervitton over tlie agrtcultiiral experi- 
ment stations deriving support from the national 
treasun'. has control of the quarantine stations for 
imported cattle, and of the inspection of cattl^ 
carrytng vessels, ami directs the inspection of do- 
meHk mrati and alt imported fosKl products. He 
If alto charged with the duty of carrying info effect 
the taw* rxrlttdifig (own importation certain nox- 
inns animai*, and ha* authority to crinirol the 
imficiftiiicifi of other anmials. One of the most 
imiMmiiit iiecttoii* of the Pepanmeftt. m far as f«>r< 
dfw mmmftt i* eoncrn itd , k the Rarosa e/ 
liffara. which reexwd*, tahulatei and coonlinatrs 
Minica 0 I acnciittu.ril pfotloctiofi, iltsirikitioa 
ifid The Pkisum Sfm- 

Im, wlicii k mkt this hurnu, ha* for th 
tiw 'MCMiMl f»l the acrkuhufil export lade of th^ 
IMMi SiHm If the ropirrments of 

Imifi fnifliill, fhe tmikmn *4 ^leiKiuil 

Ml flfffy m kf lilt 
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tion, importation and exportation, inquires into the 
obstacles confronting trade extension, and dissemi- 
nates through printed reports and otherwise the 
information collected. 

128. United States Department of Cmnmerce 
and Labor.— Many governments have special de- 
partments which are charged with the work of 
promoting domestic and foreign commerce. Some- 
times such departments have charge of only com- 
mercial matters, but more often they are associated 
with allied interests such as industry, agriculture, 
mining, fisheries, navigation, labor, etc. In the 
United States the Department of Commerce and 
Labor was organized in 1903 by the transference of 
several bureaus, boards, etc., from other govern- 
mental departments and by the formation of some 
new bureaus. The purpose of this department, as 
expressed in the law, is “to foster, promote, and 
develop the foreign and domestic commerce, the 
mining, manufacturing, shipping, and fis^ry indus- 
tries, the labor interests, and the transportation 
facilities of the United States.” The bureaus, or 
boards, of this department which most directly 
affect American foreign commerce and commercial 
relations are the (a) Bureau of Statistics and (b) 
the Bureau of Manufactures. 

(a) Bureau of Statistics. This Bureau, formerly 
a part of the Treasury Department, collects and 
publishes among other facts, the statistics of foreign 
commerce, embracing tables showing the imports 
and exports both by countries and by customs dis- 
tricts; the transit trade inward and outward by 
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countries and by customs districts; imported com* 
modities warehoused, withdrawn from, and remain- 
ing in warehouse; the imports of merchandise 
entered for consumption, showing quantities, value, 
rates of duty, and amounts of duty collected on 
each article or class of articles ; the inward and out- 
ward movement of tonnage in our foreign trade, 
and the countries whence entered and for which 
cleared, distinguishing the nationality of the for- 
eign vessels. This bureau also collects information 
in reprd to the leading commercial movements in 
our internal commerce, among which is the com- 
merce of the Great Lakes, the commercial move- 
ments at interior centres, at Atlantic, Gulf and 
Picibc ports, shipments of coal and coke, ocean 
freight rites, etc. This statistical information is 
publtshcfl in various reports of the Bureau, the most 
important being the (i) Monthly Summary of 
Gnnmcrte and Finance, (a) the annual report on 
Commerce and Naiigation, and (3) the Statistial 
Abstract (annual). 

(b) Bmnm n/ Mmuf actum. This Bureau was 
fMOvided for by the act of 1903 which aeated the 
new Department of Gmunerce and Labor, but was 
not mgamied umil 1905. The act dehnes its duties 
io tin loEourlng temts: **It shall be the province 
and ikty of aakt Bureau, under the direction of the 
Sacfttaiy, to femer, promote and develop the va- 
itei manafkiuring Induitrki of the Uni^ Stetes, 
iid iwifltfti lor ^ lame at home and abroid, 
dkiMUlir mi lonlgii, bf gathering, oonqulmg. pub- 
ii4 iii|i|ilyiiif iS avallabk and uiefal to- 
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formation concerning such industries a|id sttch 
markets, and by such other methods and means as 
may be prescribed by the Secretary, or provided by 
law. And all consular officers of the United States 
... are hereby required, and it is made a part of 
their duty, under the direction of the Secretary of 
State, to gather and compile from time to time, use- 
ful and material information and statistics, . 
and to send, under the direction of the Secretary of 
State, reports as often as required by the Secretary 
of Commerce and Labor of the information and 
statistics gathered and compiled.” The name of 
the Bureau and that part of the law above quoted 
would seem to indicate that the promotion of Ameri- 
can industry is the primary, and the advancement 
of American commerce is the secondary purpose of 
this bureau. Since, however, the interests of the 
former are being adequately cared for by the United 
States Census which has been organized into a per- 
manent bureau, this naturally causes th^ureau of 
Manufactures to emphasize the commercial interests 
of the country. This inference is also easily de- 
duced from the assertion of the Chief of the latter 
Bureau who states in his first annual report that it 
has been the special aim of the Bureau to inform 
our business men of the conditions in foreign mar- 
kets, the character and style of imported goods 
consumed, the tastes and habits of the people, and 
to furnish them with such other information of like 
character as would be useful in the introduction of 
Amencan products.” 

The information gathered by this Bureau reaches 
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tins public largely through the “Consular and Trade 
Reports,” the puWication of which was transferred 
on July I, 1905, from the Division of Consular Re- 
ports of the Bureau of Statistics to the Bureau of 
Manufactures. These reports have been issued 
monthly since 1881 and daily since 1897, the former 
now being a compilation of the latter. The in- 
formation contained in these publications is derived 
from American consular and diplomatic officers, 
from the special commercial cxj)crts or agents al- 
ready referred to, and from various other sources. 
The Bureau also publishes the volume on the 
“Commercial Relations of the United Sutes” which 
has appeared annually since 1855. 

lap. United Sutet War Department— While 
the War Department is not supposed to be actively 
engaged in promoting commercial interests, it does 
in many ways have an important influence abng 
these lines, especially through its Engineering De- 
partmem and its Bureau of Insular Affairs. The 
former is charged, among other things, with the 
river and harbor improvements, with military and 
geographical explorations and surveys, with the sur- 
vey of the lakes and with any other engineering 
ipork ipectilly assigried to it by acts of Congress 
or onto of the Secretary* of War. Conspicuous 
amoiig its present dutki is the construction of the 
Ihuiifni 

To tlie Chief of the Bureau of Insular Affairs, 
under hmetto direction of the Secretary of War, 
b inigneif aS tnatten pertaining to civil govern- 
Mini in Ihl bbnd possesfiom of the United States 
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subject to the jurisdiction of the War Department. 
The Bureau is the repository of all the civil records 
of the Philippines and of the late government of 
occupation of Cuba, as well as of the records of 
Porto Rico during the time in which the War De- 
partment exercised jurisdiction over that island. 
It makes a comptroller’s review of the expendi- 
tures and receipts of the Philippine government, 
and prepares final statements for presentation to 
Congress of all such accounts. It makes the pur- 
chase and shipment of supplies in and from the 
United States for the Philippine government, and 
a preliminary audit of all such expenditures of 
Philippine government funds in the United States 
is made in this Bureau before final accounting of 
the same to the Philippine government. It has 
charge of appointments to the Philippine civil 
service, including arrangements for transportation 
of employees and their families. It gathers com- 
plete statistics of insular commerce, imprts and 
exports, as well as of shipping and immigration, 
and quarterly (formerly monthly) summaries of 
the same are published and distributed. The Bu- 
reau of Insular Affairs is part of the machinery of 
the Philippine government, and is the only office in 
the United States in any way charged with the civil 
government of the Philippine Islands. 

130. Trade Commissions.— Commissions for the 
investigation of commercial and industrial condi- 
tions in foreign countries are another important 
source of commercial information and have been 
influential in furthering commercial relations be- 
aoi 
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tween certain countries. Such commissions have 
sometimes been undertaken by private or semi- 
public organizations, like the Philadelphia Com- 
mercial Museum, and less frequently by individuals 
or under individual initiative, an example of which 
is the Moseley commission of England which re- 
cently undertook an investigation of commercial 
and industfial conditions in the United States. The 
governments of England. France, (icrmany and 
other important commercial countries have also, at 
different times, appointed such commissions. The 
field of their operation has generally been in Eastern 
Asia, in different parts of .\frica, or in other locali- 
ties where industrial possibilities arc important but 
undeveloped, and where industrial information is 
less definite than in the ntore advanced countries of 
the mtirkl Bilk calling for approjiriations to carry 
on inveftigations in foreign countries, e^jHTially in 
the Orient, base been intrcxkiced in tlie .\incrican 
Cof^gresa from lime to time, but have failal to bc- 
eonie laws. FmtUy, it may be fuentioned that 
various trade congresses and c»»nveniionf, which are 
eilher called by govemmeni# or by private organi- 
latioiii mdi as the Pan-American Coftgress of i8qo, 
or die Foreign Commerce Convention of 1907 at 
Wialiifigt^ have had more or lets infiuence in 
db f fap i i i f iidernatioiial trade relatjona. 

BIBUOCRAPHY 

HHa |%r hilimitiaa r«|srdinf aiuoiiitiiictits 
'panwiaai dlt Cwtmlar Service of Untied Siitei id- 
Jhhi liM 'Suae lluMUiaMmL 



TRADE-PROMOTING INSTITUTIONS 

Brit Con. Service, Cd. No. 1634, 1903; (2) Constitution 
and Functions of Ministers of Commerce or Analogous 
Branches of Foreign Administration, Cd. 1948, 1904) ; *C<mb. 
Attaches for U. S., Report on, House Doc. Na 245, sStfa 
Cong. 3rd Sess.; Cong., Directory of U. S.; ** 0008 . Reg, 
of U. S.; Con. Rep. of U. S.; *Dept. Com. and Labor, 
Organization and Law; Diplom. Officers of U. S., Instruc- 
tions to; Mess, of Pres.; ♦Mon. Sum. Com. and Fin. Sept 
’02; State. Dept. Register (list of U. S. Con. and Diplom, 
Officers, with salaries, etc.); Stat. at Large of U. S.; 
Wharton’s Inter. Law Digest (new ed. by Moore). 

C. Almanach de Go^ha (list of Consular and diplom. 
officers of world) ; Diet, and encyc. (especially “Consuls’* 
in Am. and Eng. Encyc. Law, and “Consular-recht” in Con- 
rad’s Handw. der Staatsw.) ; Inter. Law texts ; Poole’s 
Index. 

D. De Clercg et de Vallat, Formulaire des Chancel- 
leries diplomat, et cons.; Foster’s Practice of Diplom.; 
Jones’ Hist, of U. S. Con. Service; von Konig’s Handb. 
des deuts. Consularw.; Schuyler’s Am. Diplom. (Th. II.; 
Walpole’s For. Rel., Ch. V. 

E. Angell, J. B., et al. Con. System and the Spoils 
System, Cent. XXVI., 306, 1894; Emory, F., U. S. Consul 
and Trade, World’s W., I., 751, 1901; Fisk, 0 .^"%., Train- 
ing needed for Consular Service, Mich. Pol. Sci. Assoc., 
V, No. 2, 146, Je. ’03; Garfield, H. A., The Busmess Man 
and Con. Service, Cent, XXXVIII., 268, 1900; Johnson, 
E. R., Early Hist, of Con. Service, Pol. Sci. Q., XIII., 19, 
1898; Loomis, F, B., Reorganization of Con. Service, N. 
Am. R., CLXXXII., 356, 1907; McAneny, G., Con. Systems 
of Foreign Countries, Cent., XXXV., 604, 1898; Monaghan, 
J. C., Essential Elements in the Educ. of a U. S. Consular 
Officer, Mich. Pol. Sci. Assoc. V., No. 2, 163, Je. ’03; Os- 
borne, J. B , Am. Consul and Foreign Trade, Atlan. XCIV, 
159, 1907, same in R. of Rs, Mr. ’07; Parker, G. F., U. S. 
Con. Serv. Atlan. LXXXV., 909. My. ’97; Powell, B. E., 
Jefferson and the Con. Service, Pol. Sci. Q., D. ’06; Rock- 
hill, W. W., Evils to be remedied in the Con. Serv., Forum, 

203 



COMMERCIAL POLICIES 


XXn., 673, i8g6‘7; WMhbwrn, A, H., Xtit|»ectioii of fh« 
Coa Service^ Forum, XXX., 190a 

SUGGESTIVE TOPICS AND QUESTIONS 

I. Whit ti th« exact relation between the Burean of 
Trade Rdattons and the Bureau of Manufacturea as re- 
gards consular rejwrts? May the latter communicate 
directly with consuls? 

z May a consul ever act ofhcially without an exequa- 
tur? Su|>|XKie a foreign government should refuse the 
exequatur? May it do so without a good reason? Sup- 
pose the home government does not think the reason a 
valid one? (texts on Inter. Law; also Con. Reg. of U. S.) 

3. Referring to the Executive Order of June 27, 
1906 (Sec tj) suppose tluit lUttiots is eniilied to an addi- 
tional consul and Indiana is not. but of two candidates 
from these states the one frmn Indiana passed the better 
examination, what would happen? 

4. Is there anything to be Mtd in favor of (he **$90115 
fyttem*' as applic«l to the 1 ‘nited States Consular service? 
How dors the American service compare in eflkiency with 
the European sersice? If favorably i» this an argument in 
iator of the ‘'spoils system?"' 

5. Exfdain the statement in the text that inadequate 
ranipmiaUK^ mulled in the exaction of excessive fees 
and in the rmation of consular agmeiri in order to in- 
ttmm mk.nez 

4 In the matter of consalar appotnlments is the im- 
portiia ihmg to give every one a show or to get g^xd 
mm? every one were allowed to take the con- 

iiiiar taamiiiatloB and cute nullson young men took the cx- 
amimikm ammalty Would ibis be defirahh? Would 
^KCft hi any more of good appointmcnis than 

tiMlir'IlM prvami plan? 

y Whai k mmM hy iht rtatcmml thM t contul » 
imf9#mlhraMiSmy^ (tmtsm Inter. 

ilNi OMh ih|. «l M* 
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8. If a consul engage in trade is he entitled to the gen- 
eral immunities of his office? (Coppell v. Hall 7 Wall 
[U. S.] SS3). 

9. What was the law of 1864 relating to consular 
clerks? What was its purpose? Was its purpose ful- 
filled? (R. S. of U. S., Sec. 1705; also Foster’s Practice 
of Diplomacy). 

la What are the duties of British commercial at- 
taches? Is*'there more reason for such attaches in the 
British than in the American diplomatic service? (House 
Doc. No. 24s, s8th Cong. 3rd session). 

11. What arc the views of the following regarding 
the appointment of commercial attaches in the American 
diplomatic service : President Roosevelt, Ex- Assistant 
Secretary of State Loomis, Consul General Mason, Ex- 
Ambassador Porter and Ministers Hill and Jackson? 
(Consult reference in preceding question). 

12. What is the present cost of the Consular service 
to the United States government? Is it greater now than 
under the old law? If so, is this an argument against the 
present law? 

13. What check has the Government on the fees re- 
ceived by a consul? (Law of Apr. 5, 1906, Sec. •). 

14. The American law allows annual leaves of absence. 
Suppose a consul docs not avail himself of this one year 
may the length of his leave be doubled the next year? 
Suppose a consul in Class III. is on leave, what is the 
salary of the vice-consul during his absence? Suppose 
the consul is absent longer than sixty days? (Con. Reg. 
of U. S.). 
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QUASI-PUBLIC AND PRIVATE TRADE-PROMOT- 
INC INSTITUTIONS 

131. OencraL^ Besides the governmental trade- 
promoting agencies already considered there arc 
various other institutions of a private or quasi-pub- 
Bc character which have for their primary aim the 
advancement of foreign commerce and conmicrcial 
relations. Among such agencies may he mentioned 
OQRimercta! muieums, information hureans, export 
tample warehotjses. domestic chambers of com* 
oicfce in foreign countries, export lianks, export 
ayndkain or comiianies, foreign mercantile agen- 
cicf and dcimevtie chamhrrs of commerce and btiards 
of tilde. Perhaps also in this category we should 
incindr varioui irailr associatbm, customs brokers 
and the three tmportint agencies hy means of which 
fonrifii purchaics and sales are usually made, (i) 
otteca ortaMlihcd ahroad and either in the hands of 
nalivci or hrngnm: (j) domestk traveling hiiy- 
fvf Of fdferi in forrign awntriei ; or (3) foreign 
htty gf i or adhsTi tfivrhng outside of their cc»«ntry. 
Tht hwfff hnponen and exfmrim often buy and 
Ml ia d dMw way*. Sach tipHidw. bowtw, be- 
Img atm to Itw tedaii^ daw to the pofUk* of 

ipniHH imiK* 

mi 
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132. Commercial Museums and Bureaus) of Xn^ 
formation.— A commercial museum, in its restricted 
sense, is a depository in which are found samples of 
commercial products from different parts of the 
world, arranged geographically, with reference to 
their degree of manufacture, alphabetically or in 
some other manner which meets the convenience of 
merchants and aids them in furthering their foreign 
trade relations. Since, however, the information 
conveyed by mere samples is entirely inadequate for 
the practical use of merchants, the scope of many 
commercial museums has been greatly extended by 
the addition of various bureaus which give infbrma- 
tion to the exporter regarding general or special 
trade conditions, customs duties and regulations, 
freight rates, credit of individual firms, etc. in par- 
ticular countries. The enormous expense involved 
in the collection, storage, maintenance and keeping 
up to date of samples of commercial products has 
caused this feature of the work to be jj|lnimized 
and emphasis to be laid upon the collecting and im- 
parting of commercial information. In fact, many 
institutions of this kind have given up the first 
named function. 

Commercial museums on an enlarged plan have 
been organized in recent years in several European 
countries, in Japan and in the United States. The 
most important one in this country and probably the 
largest institution of its kind in the world is the 
Philadelphia Commercial Museum, which has serv^ 
as a prototype for similar institutions both in thki 
country and abroad. 


m 
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133. The PhUadelpUa Commereiel Mtteeiiiii*^ 
Thtt estibiishmeiit owes its existence largdy to the 
untiring energy and perseverance of its director, Mr. 
William P. Wilson. It was established by a niu> 
ntcipal ordinance in 18^ and is supported by annual 
municipal appropriations, by occasional state and 
federal grants, by membership subscriptions and 
gifts, especially of exhibits from various exposi- 
tions, notably from the World's Columbian Exposi- 
tion in 1893. government of the museum is 
administered by a board of trustees who arc ap- 
pointed for life and serve without remuneration. 
The work of the Institution is supervised by an ad- 
visory' board composed of representatives of the 
most important trade organisations of the country. 
The principal purpose of the museum is to assist 
American manufacturers and merchants in seairin}; 
foreign markets, in forming connections abroad and 
in putting foreign husTrs in touch with American 
irflrn. Uf service to its members includes (i) 
furnishing lists of foreign importers, dealers and 
large coctstmim logeiher with their reputed 00m- 
meteiil slaiulifig, (a) supplying reports on trade 
oondhiofti, husineti opportunitief, ami new enter 
priiesv Ihii infonnalion beii^t imparteti in the form 
of tuaMrrihefi reports, special poMicatfons, or per- 
mti leWiani, (J> carrying on ipecial trade invwti- 
pltoi in foreign coonlrm, (4) advtiffig as to the 
of fordgn agcncks and ren^ring 
maklmm fo m t mk g nMIe agenti. (5) notifying 

iMm IP fifilttii Amerkm goiafo (6) tfanihting 



TRADE-PROMOTING INSTITUTIONS 

business correspondence, etc. The Institution has 
probably the most complete commercial library and 
collection of commercial samples in the world. It 
maintains a weekly bulletin and a monthly peri- 
odical besides publishing from time to time exten- 
sive trade reports, statistical data, charts, etc. From 
its immense store-house of sample commercial pro- 
ducts it ^las distributed to secondary schools several 
hundred collections with photographs for the pur- 
pose of facilitating instruction in commercial sub- 
jects such as commercial geography. The plant of 
the museum, located in West Philadelphia, consists 
of several brick and steel buildings besides other 
structures. 

134. Export Sample Warehouses.— Export 

sample warehouses are warehouses containing sam- 
ples of domestic goods. They may be located either 
at home or abroad but differ from commercial mu- 
seums in that the collections of the latter consist 
more particularly of foreign samples. Tip general 
purposes of both institutions are, however, the same 
— the extension of foreign markets, but their point 
of departure is different. Commercial museums 
serve, in the first instance, domestic producers by 
showing them what articles must be manufactured 
and how they must be prepared in order to meet the 
needs and tastes of foreign purchasers, while ex- 
port sample warehouses are institutions which are 
primarily concerned with foreign consumers since 
they make them acquainted with domestic goods and 
seek to arrange commercial connections between 
them and home merchants and manufacturers. 

14 209 
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•These ofiginiutiotis, therefore, not only serve as ad- 
vertisers but also frequently undertake the role of 
agents since orders are often accepted by them and 
the goods delivered through their intermediation. 
While export sample warehouses do, in many cases, 
meet the demands of business they have hardly ful- 
filled the highest expectations. International com- 
petition is generally so intense that the personal vis- 
its of experienced commercial travelers with attract* 
ive samples and favorable credit conditions produce 
more practical results. 

The first export sample warehouse was organized 
in Stuttgart in 1881. It wxm evtablishctl branches 
in other cities of Germany and in foreign countries, 
n^iedalty in the Ixvant. Similar institutions have 
been otginizetl in other domestic and foreign trade 
oentrtt under German management, tlw one at Berlin, 
founded in 1897. combining the features of a sample 
wirtlioiiAe and infonnatiim bureau. Other F.uro- 
petn oountrief have followei! Germany’s example. 
Two export lample warehotises have been cstab- 
iished in recent years at Caracas and Sluinghai un- 
der the autpicr* of the National Assex-iation of 
limitfietitrerf of the I’nited Statri but both have 
t w fo gfftn op. Warehouses containing samples of 
Ametkifi goodi have also been ei»iablishetl in other 
trade ctolret by private indivkiuals who 
pwentty coiid>inc the function of agency with that 
of 

Doniiitk CbMnhtn of Commerce m 

buiiiiesi ma often 
commerce in in^rtant com* 
m 
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mercial centres of foreign countries wiwfe they 
temporarily reside or have business relations. Usu- 
ally these institutions are voluntary associations al- 
though in some instances financial support is ^ven 
them by the home government. Their organization 
is generally modelled after similar institutions at 
home. . Several American chambers of commerce 
have been established in foreign countries the old- 
est being the one founded in Liverpool in i8oi. 
The American chamber at Paris is one of the most 
active, while the one at Berlin, founded in 1903, is 
one of the most recent. The aim and scope of the 
Berlin chamber — which is typical of all such insti- 
tutions — is primarily to furnish information on all 
questions involving trade between Germany and the 
United States. New laws affecting German- Ameri- 
can trade are brought to the attention of members 
of the association. The governing officers of the 
chamber consist of a president, vice-president, treas- 
urer, board of directors and secretazp, the last- 
named being the only paid official. Meetings are 
held regularly for the discussion of trade subjects. 
The institution is supported by membership sub- 
scriptions. 

136. Export Syndicates^A practical method of 
developing foreign trade is by means of export 
syndicates. Such associations are found in certain 
European countries, especially in Italy and in Aus- 
tria. In the former country an institution of this 
kind, comprising over one hundred firms, was or- 
ganized in 1897 for the purpose of developing trade 
relations with the Orient The governing body is 
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vested in a committee of five with headquarters in 
Mtian. Its principal duty is to arbitrate in cases 
of dispute and the association is supported by mem- 
bership fees. Members in carrying on trade in the 
Orient must employ the agents of the syndicate, 
who receive stipulated commissions and remunera- 
tion for special expenses attached to correspond- 
ence, sending of telegrams and the like. A similar 
export company with a large capital stock was or- 
ganised in Austria in 1898, The headquarters of 
tlie association is at V^ienna and branch establish- 
ments are located at Trieste and at numerous for- 
eign commerctal centres. It carries on an extensive 
export and import business for its own members and 
also lor non-members, cltarging tbe latter a regular 
ccxnmtssion. Among otlier ways it furthers foreign 
trade by making cash advancements upon bills of 
lading, bills of exchange, insurance policies and the 
like. 

An niqx^rtant export company is represented by 
the export hank wbkh was formed at Berlin in 1880, 
It malmainf over one thousand rqiorters in foreign 
coontrici who keep the central imiituibn infonned 
regarding the financial standing of foreign firms. 
The bank ttndolakei fuch functbns as the adjust- 
nMm of bititnesi enterpriiei and legal complications, 
iM liildilif out of commercial travelers, tbe estab- 
of agencin, the arranging for exhibits of 
dffiniii foodi in foreign couniricf ami tltc fumish- 
hy of' mch kkiniiitlon as is caloculate^i to facili- 
Me tht d ef < lop it> e «tt of Germany's foreign trade, 
h pin# in ^ diffcied toward the fintn- 
fti 
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cing of German business undertakings iif 
countries. 

In this category also belong the great mercantile 
agencies of modern civilized countries such as Dttii 
and Bradstreet. They are institutions established 
mainly fqr the purpose of obtaining information as 
to the character, personal responsibility and finan- 
cial standing of individuals, firms or corporations. 
Their estimate in these respects, derived from the 
reports of their agents, is known as “commercial 
rating” and is furnished to subscribers for a moder- 
ate consideration. The scope of these institutions 
has developed from a local or national to an inter- 
national character. 

137. Miscellaneous Trade-Promoting Institu- 
tions.— There is a large number of trade associa- 
tions in different countries the activities of which 
are more or less directed toward the development of 
foreign trade — such as boards of trade or chambers 
of commerce. While these associationspin inland 
cities are primarily interested in domestic commerce, 
chambers of commerce located in commercial cen- 
tres like New York, Liverpool or Hamburg are 
largely engaged in promoting the interests of for- 
eign commerce. 

Many national associations like the National As- 
sociation of Manufacturers of the United States are 
active in the promotion of trade with foreign coun- 
tries. The intensity of their activity in this direc- 
tion depends largely upon the national economic 
trend. In countries like Great Britain or Germany, 
for example, where the interests of foreign com- 
213 
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mercc are relativdy very important we find national 
industrial or commercial associations of all kinds 
more soUdtous for foreign trade than similar insti- 
tutions in a country like the United States where, 
up to the present time, the interests of domestic com- 
merce more largely predominate. Finally we find 
a large number of merchants in the great commer- 
cial centres of the different countries wIk>sc deal- 
ings are world-wide. Many of these do not rely, 
except inctdentally. upon the varkms private or pub- 
lic trade-promoting agencies, but create such insti- 
tutions on their own acemint. It i* said, for ex- 
impk, that Mr. Armour the great grain dealer of 
Queago. has agents in all tlie imptmant grain-pro- 
docing and grain-consuming countries of tlie world 
with whom he i§ in contlant cotnmuntcation. 

A. Ctmmk <»f Clufiicf XIV. 

ft hfu Pift ki|» Cmtfttmian wwj Fmx- 

ticili ot Mnttsifn at Ctmmmrr *ii4 Brandio 
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Board of Trade; (3) French National Office for»Foreigil 
Trade (Art. “Trade Organizations” in Encyc. Brit), 

2. What official organizations do England, France and 
Germany have for the promoting of their coloni^ trade? 
(Same reference as in question one). 

3. Explain the scope and organization of British and 
French chambers of commerce m foreign countries. Does 
Germany favor such institutions? (Same reference as in 
question one). 

4. Is a merchant, like Mr. Armour, who maintains 
special agents all over the world in any better economic 
position than the man who relies for his information on 
various public and private trade-promoting agencies such 
as those mentioned in the text? If so, does this mean 
that the many who rely on the latter are to succumb to the 
few who are able to maintain the former? 

5. Is the work of the commercial museum duplicated 
by other public or private agencies? How about Mercan- 
tile agencies? 

5. Does the government of the United States do any- 
thing in the way of collecting and distributing commercial 
samples? (Consult report for 1906 of the chief of the 
Bureau of Manufactures). 

7. Describe the organization of a mercarfRle agency 
like Dun or Bradstreet. What does it do to foster foreign 
trade ? 

8. Study the annual proceedings, constitution and by- 
laws of some chamber of commerce like New York, Boston, 
Philadelphia, or Liverpool, and note in what ways the in- 
terests of foreign trade are promoted by one or more of 
them. 

9. Can you give any examples of American consuls 
establishing export sample warehouses in their consular 
districts (sec index to Consular Reports)? 

la Can you give the history of the sample ware- 
houses established at Caracas and Shanghai by the Nation- 
al Association of Manufacturers of the United States a few 
years ago? (Index to U. S. Con. Rep.). 
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CX)MM£RaAL STATISTICS, BALANCE OF TRADE 
AND FOREIGN EXCHANGE 

138. Dtfinitioii of Commcrcttl Stitittics^Sta- 

dsdcs arc a description of any class of facts cx- 
preased by means of fij^ures. Commercial statistics 
tl^fore have to do with the numerical representa- 
tions of the facts of commerce. They relate both 
to domeftic and foreiijn 0>mmerce but inasmuch 
as dpsods passing the frontier are subject n.uch more 
efhciently to statisitcal control than those figurinjr 
only in the internal trade of a countr>', commercial 
slatiflics have to do primarily with ilw facts of for- 
eign commrrte although in recent years the more 
advanced countries have intfiroved their method of 
adketing and cltssthing statistics referring to 
dciiKstk commerce. Commerdil statistics might 
be chafacieriiied as an inslantancout photograph of 
encidittoiii expressed in figures. Their 
ificfvsitiiig rriiabiltty and accesiibtlity coupled with 
gvnwiiif cxMi^KdiliaR In the field of commerce tend 
to ftnder tlwn more and more imiiortanl both to 
iImi Mlvidttil fnerchint. by fumiihing data which 
mMi Will to nmfeftida btmneif Irtftsadions more 
ind to thf govermiiflil. by providing 
k «rMi fMtoi nWch h# H hi ctrrying out more in- 



COMMERCIAL STATISTICS 

tclligently its policies regarding commerce and in* 
dustry. 

139. Classification of Commercial Statistics^ 
Commercial statistics to be of value should give de- 
tailed and properly classified information regarding 
trade. This should include the ^‘general com- 
merce, ’’.that is, all merchandise both in sum totals 
and by articles, which pass the frontier as exports 
and imports, and the ‘‘special commerce” which 
comprises only that part of the imports which is 
consumed in the country and those exports which 
are of domestic origin. Commercial statistics should 
also give specific information concerning imported 
merchandise remaining in warehouses and that part 
entering in transitu. They usually register im- 
ported and exported merchandise not only by sum 
totals and by articles but also by customs districts 
and by countries as well as that which is dutiable 
and free of duty, with the percentages of each. 
With reference to the degree of manufacture a 
common statistical classification in many countries 
is that of food products, raw materials for manufac- 
ture, half-manufactured products, and manufac- 
tures. The values of American imports and ex- 
ports by articles, grouped according to the degree 
of manufacture and uses during the year ending 
June 30, 1906, are, according to the new classifica- 
tion adopted July i, 1906, as follows: 
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COMMERCIAL STATISTIC? 

In the commercial statistics of most advanced 
countries gold and silver coin and bullion arc sepa* 
rated from other forms of merchandise. While 
such statistics admit of various groupings and 
classifications to meet local or national demands, in 
a general way, the method followed has reference 
to the needs of a nation’s revenue. 

140. General Methods of Obtaining Commer- 
cial Statistics.— Statistical information regardilig 
commerce is based upon one or more of the elements 
of weight, measure or value. For some commodi- 
ties, such as coal or iron, weight is the important 
factor; for other articles, like grain, petroleum or 
eggs, measure is the chief characteristic, while for 
many objects, like diamonds and other precious 
stones, value is the more important attribute. Sta- 
tistical information, however, generally registers 
both value and either weight or measure. Thus 
coal or iron shows the value per ton, gram or eggs 
the value per bushel or dozen and diamonds the 
value per carat. The obtaining of statistical infor- 
mation based upon weight or measure is compara- 
tively easy, but that based on value is, for reasons 
previously stated, more difficult. There are two 
general methods in vogue for the latter, one may 
be styled the method of value declaration, the other 
of value estimation. By the former method the 
value of goods is based primarily upon the declara- 
tion of the exporter or importer at the time goo^ 
pass the frontier, customs officials having certain 
powers to correct manifest inaccuracies in the de- 
clared value. Such is the system in vogue m Great 
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Britain* By the method of estimation the value of 
goods is usually determined by an expert commis> 
slon of manufacturers, merchants and government 
officials which fixes from time to time for each ar- 
ticle an average price, based upon the average price 
of the article for tlie preceding year Such a system 
is substantially in vogue in Germany, France, Aus- 
tria-Hungary. Italy and Russia, while Switzerland 
and Belgium have a combination of both methods 
of valuation* 

141. Asterkas Methods of Obtaining Commer- 
ckl Statistica. — The manner of obtaining com- 
mertiil statistics in tlic Unitetl Slates has been sug* 
gonetl in a previous chapter. It is basetl upon the 
method of declaratbn c<Hiple<l with very extensive 
supervisor)* ptmeri granted primarily to the 
Treasury Dqsartninit* All merchamlise imported 
Into the I'nitrd Stales, viilh few exceptions 
must be accompanied, as has lieen said, by an 
invoke coitlaintng aitiple information regarding 
the ipiiiitity, quihly and value of the goods, sworn 
In befewe an American consul in the district from 
whence the goods were exported. These invoice 
vilitaticiiis are and tsaued annually ( for- 

merly quarterly also) by the Bureau of Statistics of 
tile Ch!|iaflmcfit’ of Commerce and labor, uruk r the 
iMf **Elpnrti declaied for the Unitetl Stales." 

Hw MMillkal Infomiaticm regarding the foreign 
OMUrntfCi. erf the Uiwled Stalrt published by this 
fl un if B ii fiirft W»*»d hy the vanous collectors of 
mulmm rf tmmrf Dcfwtmeiit ^ 
ihl el'' Mi 'iNHRd npcwi comolar iovokeii 



^ COMMERCIAL STATISTICS 

Sworn statements of importers and examination and 
appraisement by customs officials. Export statis* 
tics are based upon manifests containing, like con- 
sular invoices, ample information regarding the 
quantity, quality and value of the goods, which must 
be sworn to by owners and shippers. These returns 
of foreign commerce are compiled and tabulated by 
the Bureau of Statistics of the Department of Com- 
merce and Labor and published monthly, annually 
and at other intervals, the most important publica- 
tions of the Bureau being the Monthly Summary of 
Commerce and Finance, the Statistical abstract of 
the United States and the volume on Commerce and 
Navigation, the last two being published annually. 

142. Difficulties of Statistical Comparisons. — 
Many obstacles prevent satisfactory statistical com- 
parisons in matters of trade, notably among these 
difficulties being the diversities in standards of 
weight, measure, and value. The basis for deter- 
mining value may be the wholesale or rfflil price 
and may or may not include packing, freight, etc. 
In the United States, as previously stated, value in 
this connection refers to the wholesale price, includ- 
ing packing, in the country where the goods are 
purchased. Another confusion arises regarding 
what constitutes the country of origin and the coun- 
try of destination. The former may be the coun- 
try in which the article u produced or manufactured, 
as is the case in the American statistics, or that from 
which the article is exported. The country of des- 
tination may refer, (i) to the country in which the 
exported article is finally consumed, (2) to the 
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fiCMintry to whkh it is sold, or (3) to the Gountr^r to 
whtdi it is lirst shipped. For American cotton 
shipped via Belgium to a German merchant but in- 
tended lor consumption in Switzerland the country 
of destination would be, in the first instance, Swit- 
teriand, in the second instance, Germany, and in the 
last instance, Belgium. The American regulation 
requires that the country to which merchandise 
is nrported as exported should be the country to 
which it is destined for a market. 

Again, another difficulty in the comparison of 
commerdtl statistics is due to the fact that the 
•conomic and political boundaries of many coun- 
tries are not coextensive. For example in the 
United States for sutistical purposes the non-con- 
t%iioos tefritories are not a part of the Republic. 

Fiiialh , the comparison of ccxnmerciaJ statistics is 
rmkrtd difficult b>' constant clianges in political 
tNwndaries. American imports and exports at the 
pmtm time refer to a terriior) three tinu^ as ex- 
tentive as at the thne of the adoption of the Consti- 
tmiofi, while in 1871 that fiart of France known as 
Ahtee*LorTBiiie was absorbed by Ormany so that 
ini|iOfti iirto and exports from those provinces prior 
i» Am ime were reckoned in the French statistics 
md ibief thai ait bidoded in the statistici of the 
CkwiMMi BnBpiws. 

t4$. MadHdi StMittkal 
min »o ■•ht tMmtml me of ihe hum of rtaiisiical 
IHMU li» iladtM mtM rimptify this nattrisl for 
mnim amfiukau. If the «b» 

■MM AmM Snp nMt ^ '**Siecd to I ooBi^ 
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denominator. One method of making statistkid 
comparisons is to employ percentages. An error is 
likely to arise by this method from a failure to <d»- 
serve the basal numbers upon which percentages are 
computed. For example an increase of $100,000 in 
the value of the exports of a country whose exports 
at a previous date were valued at only $1000 would 
show a higher percentage of increase than would an 
increase of over $200,000,000 in the case of a coun- 
try whose exports were previously in the same way 
valued at $5,000,000. In using percentages one 
must remember one is dealing with ratios and not 
with absolute facts. 

A second method of statistical comparison is by 
averages. Exports and imports vary greatly from 
year to year so that false conclusions might be 
drawn from a comparison of single years. For ex- 
ample, the value of American imports in 1891 ex- 
ceeded its value in 1890, while imports in 1893 were 
much greater in value than those of io 94 » From 
the former one might infer that American imports 
were increasing in value and from the latter the op- 
posite inference might be drawn. Such inaccura- 
cies are largely remedied by comparing the general 
average of several years. We find, for instance, that 
the value of American imports, averaged during the 
last decade, is in excess of its average value for the 
preceding ten years. We are more warranted tee- 
fore, than in the instance cited above, of inferring 
that’ American import trade is registering an m- 

crease in value. ^ ^ 

A third method of statistical companson, wlncB 
22s 
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is sometimes used to determine variations in gen- 
eral prices for a scries of years and especially to 
show changes which take place in the purchasing 
power of the precious metals, is the system of in- 
dex numbers. The prices of a large number 
commodities are determined for a given year and 
each is usually called too as a basis of comparison. 
If one hundred ctxnmcxlities be taken, the index 
number would then be loo x loo or lofloo. Sup- 
pose at the end of the first war the price of twenty 
commodities has risen ten per cent., on an average, 
that the price of sixty has fallen five per cent., on an 
avenge am! that the price of the remaining has re- 
mained unchanged. We would then have the fol- 


lowing result: 

jt» X no aaoo 

fio * 9 S $.700 

JO X 100 . . . . 1,000 


9.900 

The index number for the second year diows that 
the general avenge of prices has fallen one per 
CffU* which mams that ninety-nine cents have the 
a«nie purchasing power ai one dudlar in the preced- 
hif |ttr. To tm this mrtbf>d properly one must 
fmpby a large nuirdirf of ccmunoilittei and the price 
nf ca^ should in the final result be given impor- 
tiiiCC hi pfopnrttcm to the amounts marketed and 

144 . 9i Bi^iact of Trade/— Balance 

of ifldt k • lifio wwd to desigitiie the relat^ be- 
lioai fmpOils md eitporti. The mercintilists of 
imotMth. and ei#i<«sitti comm, 
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with their mistaken ideas regarding the value and 
functions of money, sought by legislation to create 
an excess value of exports over imports in order 
that the difference, which was called a favorable 
balance of trade, might be paid in money. Similar- 
ly an excess value of imports over exports, which 
necessitated the exportation of money to pay the 
difference was called an unfavorable balance of 
trade. While we still use these terms in the same 
sense as the mercantilists did and there is still more 
or less of a popular idea that an excess value of ex- 
ports over imports is a good thing in itself, it has 
been demonstrated again and again that one may 
draw no general conclusion regarding a nation^s 
prosperity from the excess value of its import^ or 
exports. Two illustrations will suffice to make this 
clear. The value of the exports of the United 
States in recent years has annually exceeded the 
value of its imports by over $500,000,09^ while for 
the same period the value of the imports m gold and 
silver into this country has only exceeded the value 
of the exports by about $10,000,000. Similarly the 
annual excess value of British imports over exports 
is about a billion and a quarter dollars and at the 
same time she is actually importing more gold and 
silver bullion than she is exporting. A practical 
explanation of these phenomena will be found in a 
more careful study of the invisible as well as the 
visible exports and imports. 

145. Visible Exports and Imports.— In enumer- 
ating the various factors which constitute a part of 
the trade balances the first place should be given to 
IS 22s 
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material or visible exports and imports whidi de- 
termine the balance of trade in the mercantilist or 
narrow sense. These usually comprise not only the 
total values of all goods passing the frontier (general 
commerce) but also generally differentiate the goods 
into imports entered for consumption, for ware- 
house or for the transit trade and exports of domes- 
tic and foreign merchandise. Gold and silver coin 
and bullion usually constitute a special class of ex- 
ports and imports and arc separately enumerated. 
The accurac)' of visible trade balances depends, of 
coume, upon the tnistw*orthiness of commercial sta- 
tistics and the reliability of the latter depends pri- 
marily upon the general purpose of the customs 
law. whether for prrxcciion or for revenue, the cf- 
fcctivenrsi of tariff administration and the charac- 
ter of imporicd gixKls, many articlei of great value 
and amiU bulk CKiping valuation altogether. 

Inviaibif Exports and Imports,— (a) Pay- 
ment for transportalkm charges in the form of 
Irdiflit and hmirance does not %ure directly in 
trade staliilkf biil this factor is of great impor- 
tance hi explaifiiiif intematioiiil trade habuices. It 
il iiteaMl for example, that Ei^tsh ship owners 
laorffe for tfimpofttiig fmign goods and pisseo- 
§m h m m m ||ocmx»xex> and lsoopoo,ooo whkh 
ama is etciitiiitty paid for in goods and goes to 
mnl BfMfli mpmt fignrea. On the other hand, it 
hi latimiiod Ite Amerkan expoiters pay fore«« 
Sijy iWHWW ow SwM Mp ffw 
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largely paid for in goods which tend to swell toe 
value of American exports. 

(b) The inhabitants of some of the more ad- 
vanced countries, particularly those of Western 
Europe, often make investments or loans in foreign 
countries, especially in the newer countries having 
large* resources and stable political and industrial 
conditions. The profit on such investments or the 
interest on such loans is paid for in commodities 
which tend to increase the visible exports of the 
borrowing and the imports of the loaning nations. 
It is estimated that England’s investments and loans 
in foreign countries and in her colonies bring her 
about $400,000,000 annually, while the United States, 
on the other hand, owes foreign investors over 
$3,000,000,000 representing an annual charge of at 
least $120,000,000 which is largely paid for by the 
exportation of commodities. 

(c) A country may act in the capa^y of broker 
or commission agent for other countries or serve as 
a general entrepot. England is an example par 
excellence in these respects. The international 
banking business of the world is carried on to a 
large extent through the London banks which act as 
the world’s great clearing house in matters of inter- 
national trade. England also serves as a general 
entrepot where goods from her colonies and other 
parts of the world are collected for further distri- 
bution. For these various services England de- 
rives a large income which is paid for in part by 
imported commodities, 

(d) Again remittances are sent to persons liv- 
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ii^ or tnveling abroad and also by immigrants to 
native countries which amounts in the aggre. 
gate to a la^ sum. Tourists spend at least $40,- 
000^ annually in Switicrland, over three times 
that amount in France and large sums in Italy, Nor- 
way and other countries. It is estimated that 
Americans ^)end annually at least $50,000,000 in 
foreign travel and millions of dollars arc sent every 
year to foreign countries by immigrants in the 
United States. 

147. How Balancea are Adjusted— Foreign 
bills of exchange are orders for the payment of 
money in foreign countries. Merchants selling 
goods abroad draw bills of exchange upon their for- 
eign costomers and sell these bills to exchange brok- 
en or hanken who make a business of dealing in 
forttgn excltanges and maintain branch olhces in 
Kveril countries. These bills are limight ami sold 
like any other article of mtematVmal trade the rate 
of exchange vaning with the rrlative value of im- 
fiofti iiid expom. If the importation and exports - 
ticiii of goods between two countries are of equal 
fihie lor a given period exchanges are said to he 
at pm, m one balances the other. If the value of 
go^ iotporltd exceeds the valur of thoie exported 
liieinr wSI he incftascd dewand for foreign hills 
of exdbfiif 10 pay lor the balance ciwetl to foreign- 
ffi. The fate of exdiifigf will rhic but not above 
Ike ppblt at whkli it would be more profitable to 
tUp pid i^foad lovfffely* if the value of 
tiqprtid b |ftt» tiM o* 

*1 Mil wffl *ow • 
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In the former case exchange is said to be above and 
m the latter case, below par. The subject of for- 
eign exchange is a complicated one, involving not 
merely the value of exports and imports but other 
factors, such as foreign investments, charges for 
freight, insurance, banking facilities, etc. It is not 
a question between two countries. Excess of 
exports in one country is cancelled by excess of im- 
ports in another and in the various transactions 
London figures as the great clearing house of the 
world. 
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statistical publications in the form of year books, almanacs 
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sus and Abstract of XII. Census of U. S.) ; Com. and Nav. 
of U. S. (annual); Mon. Sum. Com. and Fin. of U. S.; 
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iwrttd goods which compete with home products? Why? 
What effect would this have upon the value of statistics? 

а. A fee of ^.50 is required for the authentification of 
consular invoices. Such an invoice is not r^uired for 
imported goods valued at less than $ioa May importa- 
tions be bi’oken into small lots in order to escape the pay- 
ment of the fee? How does this exemption affect import 
statistics? (Con. Reg. of U. S., Sec. 661). 

3. Compare for a number of years the total value of 
“exports declared for the United States” with the total 
value of imports into the United States. Why are ffiey 
not the same? 

4. Our total foreign commerce was valued in round 
numbers for 1891, 1892 and 1893 at $1,729,000,000, $i357»- 
000,000 and $1,714,000,000 respectively. Comparing the 
years 1891 and 1892 are we to conclude tkat our foreign 
trade is increasing? How about the years 1892 and 1893? 
What is wrong with the method? 

5. What is the meaning of the expression “figures do 
not lie, but liars figure?” 

б. What bureaus or divisions of the federal govern- 
ment are engaged largely in the compilatioj^of statistical 
matter? (Art “Statistics” in Univ. Cyc.;luso appendix 
of the Doc. Catalog). Do any states of the American 
Union issue statistical publications? 

7. Why are import valuations apt to be too high and 
export valuations too low in a country like England, hav- 
ing a large merchant marine and a long sea carriage? 

& Does freight figure more prominently in raw ma- 
terials than in manufactured articles? How would this 
be likely to affect values? 

9. What was the classification of American imports 
and exports prior to 1906? (See Statis. Abs. of U. S. and 
vdume on Com. and Nav.). What is the purpose of th* 
new classification? (Com. and Nav. of U, S., 190^ p. 13). 

10. May a country show an unfavorable bahmee d 
trade for many months of a year but for the total irf tfo 
year a favoraUe balance? Give an illustration. * 
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II. How foty |K)litki] events such as a war a/Iect trade 
teteficei? (Kk^son« Vol IL Bk. !ll.» p. 373). 

13. It ti often Watcd that the total value of exports 
initti equal the total value of tinpoili. How do you expUin 
the fact that the toul imports of the world exceed tn money 
value the total exports? (Nicholson, Vol. 11., Bk. III. p. 
375; Gtffcn'i Essays on Finance, and series, p. 164; Gide, 
p m t»ote>. 

13. Make an analysis of the trade balances of France 
(Ofde, p 397). Germany (Conrads Handworterb. Art. 
‘'Hafidelsbtlim"). England and United Suits. (Ashley’s 
Tariff Prohksii; Money’s Eletn. of Fiscal Problem; Bol- 
kxik*t Econoaka ) 



CHAPTER XVII. 


NAVIGATION POLITICS 

148. General.— Navigation is defined as “the 
science or art of directing the course of vessels as 
they sail from one part of the world to another.” 
It is really a branch of the more general subject of 
“Transportation and Communication,” and in its 
restricted sense is an important instrument of com- 
merce. From its political side it is so interwoven 
with the general development of commerce that 
some writers refer to it as a branch of the general 
subject of commercial politics. Navigation politics 
may be defined as state regulation which^as for its 
principal purpose the development of the national 
shipping interests. These regulations may affect 
primarily domestic or foreign commerce. It is only, 
however, in so far as they affect the latter that they 
may be considered a part of international com- 
merciai politics. 

Modem navigation politics has been active in 
three directions: (i) in the maintenance, on the 
part of certain nations, of jurisdiction over certain 
portions of the sea (Mare Clausum) ; (2) in the 
development of the general principle of “freedom 
of navigation” or right of all nations to unrestricted 
passage over the high seas ,* and (3) in the national 
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protecttofi of shipping industries against foreip 
competition (Navigation Laws). 

149. Mare Clautunk-^Thc conditions of the an- 
cient world rendered the high seas '"open to all for 
depredation,** but during the Middle Ages and the 
early part of modem history the maritime powers 
of Europe asserted sovereignty over certain por- 
tions of the high seas. England, for example, 
claimed dominion over the Channel, the North Sea. 
the seas m*estward frtxn Ireland, the Bay of Biscav 
and the ocean north of Scotland; r>enmark and 
Sweden divided the control over the Baltic, ami 
V*enice maintained soixrrtgnty over the Adrialjc. 
The growth of conunerce after ilie disoiveries. 
coopled «ith the exorbiiam Porttigucfc anti Spanish 
clatmi of wiverrignty ovtt nearly all the high seas, 
fed to a reaction against the principle of “Mare 
Clattstiitr which found dasW liieriry exprmion 
tn tfiQ9 in Gfiaiui* great woit. Englamls |>eo»b4- 
ewet in her rlamit of soverngnty over turroundini; 
waicfii was the cau«t of itnidi imemaiirmal warfare. 
dfMVtilty with the Diftch. f let tnu»imct tin the 
riflil of lesrch was the nonnnal cauic of tk War 
«f ttt^H fkflty Ihniufh iwMniiibfe alwmlmnieiit 
iwd pnftiy Iwcsiiiw fe hat htffi proven I'hat martitme 
iKMpiliiMi mnfi ht itf aelivt b order to k alii 
llm 4 m$rim nf mm iMomm has^ ken cumitoM^ 
dk libRIilRm of tnv ff f i gi i t y over ckvf^ly 
i Il|i «f' odhiv wkwf mdural 
^if itieiiit iMfidL Modm 
iiv p i Mii t y . .f tew pd w * mmmui 
•w itiyi im 
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shore, but the practical effect of this principle h^ 
been largely nullified in recent years by the inr 
creased range of weapons of war. 

150. Freedom of Navigation.— The right of un- 
restricted. passage over the high seas is now uni- 
versally-recognized. Its growth has abridged the 
principle of “Mare Clausum” and the latter tends 
to grow less important in proportion as the former 
is emphasized. While the principle of free naviga- 
tion of the oceans and large seas was recognized 
comparatively early, the growth of the principle as 
applied to straits, inland seas and navigable rivers 
was slower. There has been much international 
controversy regarding the straits leading into the 
Baltic and Black Seas. Denmark long claimed 
control over the former, but these claims were satis- 
fied in 1857 ^ stipulated payment by the mari- 

time powers of the world. As r^ards the 
Black Sea it was Turkish waters unm Russia’s 
acquisition of the Northern coast. By the treaty 
of Adrianople (1829) entrance through the 
Bosphorus was allowed the merchant vessels 
of Russia and the Powers friendly to her. 
The Black Sea was neutralized by the Treaty of 
Paris (1856), but in 1871 Russia secured the right 
of maintaining a fleet in the Black Sea, but her war- 
i ships were debarred from passing the Bosphorus. 
Where a navigable river divides two countries the 
use of such a river is guaranteed to both countries, 
and the boundary line is held to run along the mid- 
dle of the stream. Where navigable rivers rise in 
one territory and discharge through another tern* 
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tory mternatioiml law does not admit the moral 
daim somciimcs asserted by the upper state to navi- 
gate to the mouth. Yet most of such rivers of 
Christian countries have been opened to world com- 
merce by international agreements. The United 
States has figured prominently in the opening up 
and the neutralixation of the great rivers and anals 
of the world This phase of her commercial politics 
has already been amply discussed in one of the 
chapters on Commercial Treaties. 

ISV* Nivigitkm Laws.— >Thc third way in 
which isasigation polrtici has been, and in many 
instances still is. active is that of national protection 
of shipping industries against foreign shipping by 
means of MHcalkd navigaimn laws. Such rcgula- 
tioni am! restrictioni were cltarartcristic of the |)cri<xl 
foUowing llte grrai diKtneries awl may l)c regarded 
as one pliatc of llic afifdicatam of the principles 
of fiiertannltfim. ThcM: laws have to do largely 
whli inch inaltcts as defining the nationality of 
vesiffs* the mattmt of thdr registraibn. and in gen- 
ff»I the pfivilegr* whidi ilotnrsitc vessels may lay 
diint to as wtl) as the oomlitions controlling the 

of forfign ships in the national trade 
In «€ofls to aocure for tlomeslk shipping adian- 
tifOl Oitr fortign shipping two general policies 
'haw hWi eiM|ibyi4--4.he policy of rxe/asios an*! 
tht pfMty of By the former plan 

pilk^ hmidbes or Imci of navtgitkm or panic 

aiir daiM* of iiieffhandke art reicrwl cadosively 

fff pt. tlilf pohey iras firO dev^^ 

Ji Sht taliM dly rifMm utd m tht HimeHK 
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League and was the characteristic feature of the 
English navigation policy down to the middle of 
the nineteenth century. By the policy of discrim- 
ination foreign ships are allowed to participate in 
the trade of a country, but they are subjected to 
tonnage dues and customs duties are levied on their 
cargoes— burdens from which domestic ships and 
their cargoes are wholly or partially exempt. This 
was the characteristic feature of the early American 
and Prussian navigation policy, while the German 
Imperial policy as regards navigation is essentially 
one of free trade with the exception of its coasting 
trade The French policy has been varied. Dur- 
ing the Revolutionary period (1793-1816) it was 
essentially a policy of exclusion, but before 1793 
and after 1816 it has been one essentially of dis- 
crimination with exclusion as a supplementary 


policy. 

152. English Navigation Policy.— Wiple the 
first English navigation act dates from the time of 
Richard II. (1381), English navigation politics did 
not become important until the middle of the seven- 
teenth century, when England had become a great 
colonial power and was attempting to capture t e 
domestic and foreign carrying trade from o^er 
nations, especially from Holland, which at that toe 
was the greatest maritime nation of Europe. e 
most important English legislation along navigaUon 
lines were the laws of 1651, 1660 ( ‘First Navi^- 
tion Act”) and 1663 (“Second Navigation Act ). 
The chief provisions of these laws were e 
ing: (i) the restriction of the coasting ra e 
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English vessels, such a law having been enacted in 
1563 and remaining in force until 1854; (2) dis- 
criminating (double) duties on the products of 
foreign fisheries; (3) prohibition against foreigners 
becoming merchants or factors in the Plantatbns. 
(4) the restriction of the foreign commerce of the 
ctilonies 10 national ships with English commanders 
and with crews three-fourths of which must be 
English; (5) importatimfis from European countries 
for certain •*cnumerate<l goo<ls*’ being confined to 
English ships or to ships owned where the f^js 
were produced or forwarded; (6) tikettisc gmxb 
of the growth, production or manufacture of Afnca. 
Asia or Americi not being permitlctl to be imjK)rtel 
into England at alt exeqH in English vessels having' 
oflSem and a ma;ofify of the crew English. The 
atteiRpl to enforce ihne regulations was mic of the 
main ciii«rf of trveral Eurtipean narv Ahbni;;h 
mod^ed from lime to lime the) remained in force 
fttbitintiailjr unchanged for nrarly two centuries, 
litiiig grenfly aherrd in 1825 am] for the most jwrt 
reiwnled in iSi^ 

sil» Maitriinibii Pnhep of the Untied Stites.- 
Uto noffpilinii fsilsry^ of the Tmted States has btm 
O UWi ilB itd in more or less drtiul in difierent part> 
of db fnvient fohniir deabug with the sub|ects of 
tm l p i o c iy , lllt folki of protection and that of dsf* 
ImmiM tMlw. Brief repetitions may not. 
fMr* It om of plior m the preiwt connection 
ftt ItgWpp of tit Amfricon navigalam 
iO ia f i igi li hi At loriy tmtiiii of commerce ami 
lillpiw,. wm m fit Imk of *^tlie mtb 
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equality and reciprocity,” but after a critical ptthd 
of several years following the recognition of Ameri- 
can independence, during which the new narion 
suffered not only from interstate discriminationi, 
but also from the exclusion navigation policy of 
Great Britain, the Constitution was adopted which 
gave the federal government ample power in mat- 
ters of commerce and navigation. The United 
States embarked at once upon a severely discrim- 
inating navigation policy. The law of 1789 placed 
a tonnage duty of six cents per ton on vessels built, 
owned and manned by Americans, while vessels 
built in the United States, but owned and maimed 
by foreigners, paid a duty of thirty cents per ton 
which was raised to fifty cents per ton in the case 
of vessels built abroad and owned and manned by 
foreigners. Ten per cent, reduction was allowed 
from the regular tariff duties if good# were im- 
ported in American vessels. This law was changed 
in 1794 to an extra duty of ten per cent on im- 
portations in foreign vessels. As to the coasting 
trade the law of 1789 provided that American ves- 
sels should pay the tonnage tax only once a year, 
while foreign vessels should pay it upon every en- 
trance in an American port. This virtual exdusimi 
of foreign vessels from American coastwise trade 
was replaced, a few years later, by an absdute ex- 
clusion. 

The r^stry law of provided that only ves- 
sels built in the United States, belonging to Ani^ 
can citizens and having an American master, ahtwid 
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be deemed ships of the United States and entitled 
to the benefits of American navigation laws. 

These various laws formed the foundation of the 
navigation polic)' of the United States. Outing the 
early part of the nineteenth century the American 
government placed more and more restrictions on 
foreign vessels and their cargoes, owing largely to 
the hostile legislation enacted by certain European 
countries, especially by Engbnd. As has been 
stated, the first moilification came about 1)^15 in 
the way of reciprocity for direct trade, and about 
ten years biter reciprodly was extende<l to indirect 
trade with certain countries. From i8p to i860 a 
more liberal policy was pursues!, but abenit ilje btter 
date the change from wcioden sailing vessels to iron 
ftcamshtps, the depression in freight rates and more 
liicrattve qiporttinity of in%eiting American apital 
in other directions cauted a nfwl decline in Ameri- 
can ihipfiif^t interests. The mtivement was also 
icioefitisilcd hy the Civil War with the attendant 
ilqirvdaiiofis on Amrrkan commerce. Xun-dis- 
crWnMiiif Uxtitagt duties were relnactcd during 
iIk mf. but were cmsidmbly motlifin! b> the 
lnurt of iil| and 1RR6 aJrewtly referreil to, \ a- 
flutti iMaitfni hive hem prcipoicd or atk^pted since 
ihf CM War lor the purpose of resuseitaiing the 
Mmtkm amrim. A disaiSMon of these 

mmmm «§ lo a COOllilcralian of the genera! 
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^rm of a construction premium, so much being 
paid for sailing and so much for steam vessels 
per ton; it may be an equipment premium such as 
the free importation of ship-building material; it 
may be a so-called navigation premium or payment 
for voys^s of a certain kind or for certain pur- 
poses ; or it may be in the form of liberal payments 
for certain services rendered, such as that of carry- 
ing the mail. These premiums are sometimes in 
the form of a lump sum and sometimes they consist 
of annual, monthly, or other periodic payments. 
Sometimes also payments are made per trip or per 
ton mile. A government granting subsidies usually 
requires the rendering of certain services in return : 

( I ) regular voyages, generally monthly, bi-monthly 
or a certain number per annum; (2) a minimum 
speed of vessels, usually stipulating for a certain 
number of miles per hour; (3) certain requirements 
in the way of the construction and eifiipment of 
vessels; (4) the use, whenever possible, of domestic 
materials in building vessels; and (5) the right of 
appropriation in times of war upon remunerating 
vessel owners. 

155. History of Foreign Shipping Subsidies.— 
Bounties were paid as early as 1730 on English 
vessels engaged in the fisheries, the avowed purpose 
being primarily political— the training of mariners 
for the British navy. These bounties were modified 
from time to time and finally repealed in 1867. To- 
ward the middle of the nineteenth century the 
growth of English foreign trade and the political 
as well as econcnnic necessity of better means of 
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tnnsportatioii and cornmunicatton between England 
and Inreign countries, including also her widely 
sattered cobntal possessions, caused the British 
government to give pecuniary aid for the develop- 
ment of her steamship iservicc. The subsidy policy 
was inaugurated in 1839 by a contract with Samud 
Cunard for a fortnightly service between England 
and Halifax. England has continued this policy 
to the present dale. Sometimes these payments 
have been fixetl <»r lump sums and at other times a 
sum grtdeii by the atmmnt of mail carried. The 
latter b in the nature of a siilwicly, because such 
amounts art largely in excess of international postal 
rain. At the present time the Englidi subsidiei 
amount at>(iri»xfmairly to ii.ixio,oor and arc for 
the mo*l part fixal yearly (laytnails to certain lines 
for the carrying of mail (iermany pays about 
tCMKiOgOPO nmfk* annually for mail service to East- 
ffn Asia, Australia, East Afiica and America, In 
iddtlkm to tilts, indirect Ixtunties ire paid in the 
itiifiii of cnncimi rxemptkuis m sitipdmildiitg nia* 
Irrial, as^ welf a* prefeteniial railway rates on such 
itnicrial and m many artkin exjiorteti in (kmun 
alilis, Franer payi to her ^diipping interests about 
ffma ifintially, targrly in the form of 
mkMim and hotmlki on navigaiMm and 
caaiNlriic^ but ihm is no dawn, as b the ca*e 
irlil tellMl ltdiiiilic»« that the servievt refukml 
iMf pifmrtiiiii^ to die inimii paid by the guv- 

tjib Mwmkn BtMdr Pohey. 
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subsidies in 1845 by an act authorizing iie foel* 
itiaster*General to make contracts for carryir^ lor* 
eign mails in American ships. A line to Bremen 
was established by virtue of this act two years later. 
The act of 1847 rcqnired the Secretary of the Navy 
to arrange for American ships to carry mail from 
New York to Liverpool, the West Indies, and Golf 
ports and from Panama up the Pacific coast From 
these contracts there arose the Collins line, the 
Pacific Mail Steamship Company and some minor 
lines. In 1852 the Collins subsidy was increased 
from $385,000 to $858,000 per annum. The gov- 
ernmental requirement was generally for a certain 
number of trips per year. Competition between the 
Collins and Cunard lines was severe and caused a 
lowering of rates. In the struggle the Collins line 
at first more than held its own, but the loss of its 
best steamers, the Arctic ( 1854) and !^cific (1856), 
coupled with a reduction of the government subsitfy 
to $385,000 in 1856, and the total abolition of aft 
contracts for carrying mail two years later, 
caused the failure of this important American Hne. 
At the outbreak of the Civil War all American tines 
to Europe were withdrawn. The government pM 
no further subsidies until 1866 when $250,000 vra* 
given annually for a line between New York and 
Rio Janeiro, and in the following year $500,000 per 
year was voted to the Pacific Mail Steamship Cmh 
pany for a monthly servke to Japan and Qfina Ida 
Hawaii. In 1873 a bill authorizing the pyin^t ^ 
an additkma] $500,000 to the Pacific Mail Steiir 
sMp Coi»|MUiy lor doidile servke passed 
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fMit the comptny never received this sum owtng^ to 
the disclosure of the fact that it had used money to 
inSuenoe legislation and because it failed to comply 
with all imposed conditions. In 1875 the Braailian 
and Padik mall subsidy contracts expired and were 
not renewed. Although in 1879 an effort was again 
made to secure subsidies for the Brasilian line, it 
was not until 1891 that further subsidy measunv 
sticcceded in passing Congress. The Collins lino 
had cost the American government $15,000^) aad 
the Pacific Mail Steamship Company $4,500,000, 
and the United States had little or nothing to show 
for the expenditure of this large sum of money. 

157. Poatil Stibtidy Act of 1891/— By the act of 
1891 mail fubstdtes on a mileage basis were to be 
paid as follows: For fin^^class steamers (iron or 
sifd screw fteamshtps of at least 8,000 tons registr> 
ami empabte of mamiaining a "sprttl of twenty knots 
an hentr). $4 per mtk; second-class steamers (iron 
or sled steaniititps of at Wmst tons Inmlm an<l 
capahtc of mainsatittng a speed of at least sixteen 
loKitf an hour), ft per mile; third-class steamer<i 
(hoii or Med stcamshtpi of at least a.500 tons an<i 
capable of uiatiitaifiifig a speed of fourteen knots 
as hmu), |l per mile; and fourth-daii steamers 
(inML md or wooden steamnlups of at least 1.500 
loss isd a stht temm of twdve knots per hour), 
a»| «esl» per mile. Besides these subsidies 
AsmricM tcaads are paid |tik> a pound for arry- 
Ilf ilsHiMM maff imffter and 8 cents a pound hr 
imOlid rtaif trnm, uMe forces vesads are only 

pM In— rtniit poMl met of 44 
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4}^ cents per pound respectively. None bttt 
of the first class were eli^ble to carry mails between 
the United States and Great Britain, and such ships 
were forthcoming only after the changing of ^ 
registry laws of the United States in 1892 wherehy 
two forei^ built vessels, the City of Paris and tlii 
City of New York, owned by the International 
Navigation Company, largely an American concern, 
were admitted to American registry upon the agree- 
ment of the company to have two similar sh^ 
built in American ship yards. Ocean mail contracts 
for ships of the second, third, and fourth classes 
were made with several lines running to Central 
and South American ports and to Eastern Asia, 
but in all cases such contracts were formed with 
lines already existing. However, this legislatioii 
was, according to Marvin, of unquestionable value 
in improving the character of the Ammcan fleet 
Since 1891 almost every session of (Egress has 
witnessed the introduction of bills having for their 
main purpose the resuscitation of the American 
merchant marine. Conspicuous among these meas- 
ures are proposals for the payment of various kinds 
of cargo and mail subsidies, and although those 
interested in aiding the shipping interests of the 
country have had powerful influences to push their 
claims, die unpopularity of these measures, e^iec- 
ihlly in the South and Middle West, has prevented 
the passage of any effective renwdial l^latioii. 
Profssor (kmer in commenting on the rituatkm in 
a recent number of the Nerfh Ammm Rmtm 
**Tlie deebne of the American merdmil 
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mtriiie from a position of maritime topremacy 
to a position of comparative insignificance is one 
of the commonplaces of American economic his- 
tory. It is encouraging to note that at no time 
since the disappearance of the Bag from the high 
seas, however, has there been more general de- 
mand for the revival of the merchant marine 
than at present. At the last session of Con- 
gress no less than three measures were enacted in 
the interest of American shif^tiiitg. One of these 
requires alt supplies for the use of the army and 
iiav>‘ to he carrkti in American vetscU; another 
extends the appltoitioa of tite coasting-trade laws 
to all trade between the Tniied Stales ami the 
Fhtlip^Mnes ; the ihml created a commission to a)n* 
aider and rec««nmcttd lrgt*laiion for the ilevelop- 
inrm of the mctchant inanne and ilie anjclioraiion 
ol ihr ixiiiditson lh»»Nr cngagctl in sealannjj 
liadrs* Tht* Mrirhant Iklanne CumunoMun. 
w m tet i tnes lefctivd to as the fialhngtr Commission 
Inan ihr mnir of the cliatnnaii, after due con>i(i- 
imlw i»f the siih|ect« made rtf rrpt^rt to iVmgrcM 
on jamiafy t«#>$. The maiorit) fa%woi an 
OfNfaaioi sathteiitioii of f$ per ton annually, a fur- 
iwf m^mdm *4 the poital ftthsidy law of iHt^i 
and 1 tanmif tax on foreign vtssch entrnng 
AiMfieMi port*, wMr *f wwority recammrmW 
fhciWMliiig iMfnn mi • mhtriiaa o( ihe 
ttfCI Ml If owaJ i t ripAi rfM i n f ouKni^ 
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158. Arguments for and Against 

As regards the general subject of 
tion politics it may be said that the argufnenls Idr 
or against navigation laws are much the same SS 
those used by advocates and opponents of the g^ 
eral policy of protection. As a general princ^ 
of economics, if we can justify protection to maun- 
factures and agriculture, we certainly cannot deny 
the right of navigation to an equal consi(kratiOn* 
It is not, however, a theory or a principle so modi 
as it is a condition which confronts one. As re- 
gards the practicality of navigation laws no uni- 
versal rule can apply. The question here is—and 
it is the same for all kinds of protective measures — 
whether, all things considered, navigation protec- 
tion conduces to the permanent maintenance and 
development of the efficiency of the national ship- 
ping. As an economic question in the \Jpited States 
it is argued that a merchant marine is extremely 
desirable mainly for two reasons—firstly, because 
it would mean an annual saving of about $ao(V 
000,000 now paid in the form of freights to foreigii 
ship owners and, secondly, because the rehabilita- 
tion of the merchant marine would cause an ex- 
tension of American commerce on the ground that 
"trade follows the flag.” For both of these reasons 
it is argued that there would be "an enlargement of 
the opportunities for American capital and labor*** 

In reply to these arguments it is asserted---iiid 
this is not denied— that fordgners carry Ametkin 
products because they can both oonstrm:l mA 
operate .ships cheaper than can be done tn At 
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United Stites, tnd for these reasons they can af ord 
to carry American products at rates that would be 
unremunerative to American capital and tabor. 
Stated in a little different way, it is asserted that 
Americans <lo not build and operate their ships 
because the opportunities of investment arc so much 
more favorable in other lines. 

The political arguniems in favor of a merchant 
marine for a counir) like the United State* art two 
ioki In the first place, the merchant marine scrie-^ 
as a school for satlon. and saiUtrs are necessary for 
a proper pmonal etiuipment for the nav), and m 
the second place the eflktency of the navy is much 
weakened without the use of merchant shijw av 
colliers. uxmtK transports, ikspatch boats and the 
hie. fhif may well ijtiestton the valulitv of thi 
ceonormc arfttmniis ftvr niviii^tKm laws as apfdted 
to the United States, hut the political arguments arc 
ttM m emsily answered. 
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B. Alibafs Anier. Merchant Stiipf and SaSofi; Bateir 
Amer. Navjgatioii; Bates’ Amer, Merchant Martne; 
Bladcmore’i Brit Mercantile Marine; Van der Bofgfat, 
Handel n. Handels, PP- \ E* R. Johnson’s Ocean 
and Inland Trans.; Lindsay’s Hist of Merchant Siupskmi 
^Marvin’s .Am. Merchant Marine; Well’s Ottr Merchant 
Marine. ’ 

E Frye, W. IL, Meaning and Necessity of Shi^Sidh 
sidies, Indep., ai, Je. ’o6; Gamer, J. W., Merchant Maiine 
Investigation, N. Am. R., Mr. ’05; Hadley, A. T., Poliqr 
of Ship Subsidies, E of Rs., XXL, 325; Hanna, M. A., 
A National ProWem, Indep., LIIE 10; McVey, F. L, Soh- 
sidixing Merchant Marines, Pol. Sci. Q., Je. ’06; Medcer, 
E, Shipping Snbsidies, Pol Sc Q., D. ’05; Root J. W., 
British Ship Subsidies, Atlan., LXXX., 387. 

SUGGESTIVE TOPICS AND QUESTIONS 

1. Discuss in detail the effects on American ship^ng 
interests and commercial policy were the United States 
to resort to discriminating tonnage duties (CongresskMial 
Record for 1905, 1906 and 1907). 

2. Give examples to show that a nation'tf sailors wins 
in naval warfare. 

3. Was Adam Smith opposed to the general principles 
of mercantilism? Are navigation laws one appUcatioo ot 
these principles? What was Smith's position rqiardiiig 
the English navigation acts? Cite the views of other 
English econmnists on this point 

4. Give other examples than those mentioned in tlM 
text of national claims over high seas. 

$. English coasting trade is open to all vessels both 
domestic and foreign. Do many foreign vessels engage 
in this trade in England? 

6 . Chief provisioos of tiie EagUsh and Amcrkan laws 
rcgardhif the registry of sh^? (“Shilling Law*’ in 
Univ. Cyc.). 

7. Wliat dtangc in Americaxi ship registiitk» was 
advoeMcd hg Ex-Prettdoit Cleveland? What effect 
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the adoption of his view have upon American shipbuilders? 
Upon American ship owners? (Mess, of Pres.) 

8. Are there any evidences that Americans own ves- 
sels which are built abroad and fly the flag of a foreign 
country? Could our law be changed to remedy such a 
situation? 

9. How does the German regulation regarding coast- 
wise navigation differ from the English and American 
law? (Elster’s Worterb der Volksw., II., pp. 470-471), 

10. If a large part of American exports and imports 
were carried in American bottoms would there be any 
guarantee that ocean rates would be lower than under 
existing conditions? 

11. Were the United States navigation laws of 1789 
the result of a compromise? (Well’s Our Merchant 
Marine; also his article on Navigation Laws in Lalor’s 
Cyc.). 

12. Who was Hugo Grotius? What did he write? 
In what language? What has been the influence of his 
work? (Any Encyc.). 

14. Construct a diagram showing the decline in the 
United States merchant marine during the past sixty or 
seventy years. (Statis. Abs. of U. S.). 



CHAPTER XVIII. 

PUBLIC NAVIGATION-PROMOTING 
INSTITUTIONS 

159. General. — In a previous chapter reference 
has been made to certain public trade-promoting in- 
stitutions which are to be found with variations to 
meet local conditions, in the national administration 
of all civilized governments. Likewise there are 
certain administrative and executive offices in mod- 
ern states which have for their primary purpose the 
regulation and development of shipping interests. 
In the United States most of these offices or insti- 4* 
tutions are either a part of the Department of Com- 
merce and Labor or of the Treasury Department. 
Under the former may be mentioned the Bureau of 
Navigation, Shipping Commissioners, Steamboat- 
Inspection Service, Light-House Board and the 
Coast and Geodetic Survey, while under the Treas- 
ury Department in addition to important services 
rendered shipping interests by customs officials and 
treasury agents, some reference should be made to 
the part played in this field by the Public Health 
and Marine Hospital Service, the Life-Saving Serv- 
ice and the Revenue Cutter Service. While a com- 
prehensive treatment of the navy is outside the 
scope of the present work some mention should be 
tnadc of the important part played by this branx^ 
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of the public service in furthering the commercial 
and navigation interests of a country. 

i6o. Bureau of Navigation and Shipping Com- 
missioners. — The Bureau of Navigation was estab- 
lished under the Treasury Department in 1884 and 
was transferred to the Department of Commerce 
and Labor upon the organization of the latter into 
a special department in 1903. This Bureau has 
general supervision over the merchant marine and 
merchant seamen of the United States. In particu- 
lar it is charged with the decision of questions re- 
lating to the registry, enrollment and licensing of 
vessels, and the filing of these documents, with the 
supervision of laws relating to the admeasurement, 
letters and numbers of vessels and with the final 
decision of questions concerning the collection and 
refund of tonnage taxes. It may change the names 
of vessels and must prepare an annual list of them. 
It renders each year a report to the Secretary of 
Commerce and Labor upon the operation of all laws 
relating to navigation. 

Furthermore, it has supervision over the Shipping 
Commissioners who are stationed at all the principal 
American ports. Their duties are to supervise the 
shipping articles or contracts between seamen and 
masters regarding wages, description of voyage and 
terms of service. They also enforce the laws for 
the protection and relief of seamen in matters such 
as seaworthiness and the provisions of vessels, dam- 
ages for unjust treatment, discipline and the pun- 
ishment of mutiny and other crimes. At the mud* 
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ler ports the duties of the shipping commissioners 
are performed by customs officials. 

161. Steamboat-Inspcciion Service.— The 
United States government J 5 »?ovided for the inspec- 
tion of steamships as early as 1839. The service 
was reorganized by an act of 1852 and placed under 
the general direction of the Secretary of the Treas- 
ury. It was transferred to the new Department of 
Commerce and Labor in 1903. This service is 
charged with the duty of inspecting steam vessels, 
and the licensing of ship officers and has general 
administration of the laws relating to vessels and 
their officers so far as they have to do with the pro- 
tection of life and property. At the head of the 
service is an inspector-general; under him are ten 
supervising inspectors, each of whom has control 
over local inspectors within an assigned district. 
The supervising inspector-general and the super- 
vising inspectors constitute a board which meets an- 
nually at Washington and establishes regulations 
for carrying out the provisions of the steamboat- 
inspection laws. 

162. Light-House Board. — This branch of the 
national administration was organized in 1789 but 
the present establishment is substantially based upon 
the law of 1852. It was transferred from the De- 
partment of the Treasury to that of Commerce and 
Labor in 1903. The administrative duties of this 
board include the constniction and maintenance of 
light-houses, light vessels, light-house depots, bea- 
cons, fog signals, buoys, and their appendages as 
well as the preservation of all records and property 
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appertaining to the light-house establishment. There 
are at the present time sixteen light-house districts 
and approximately 1,500 light-houses and beacon 
lights, 50 light ships, 2,000 post lights and 6,000 
buoys with 40 steam tenders, 1,600 keepers, 1,200 
men in the crews of vessels and 1,600 laborers in 
charge of post lights in rivers and harbors. The 
light-house board consists of the Secretary of Com- 
merce and Labor who is president ex officio, two 
naval officers, two army officers and two civilians. 
Each district is in charge of a navy and army in- 
spector. The former has charge of all the floating 
aids to navigation, the supplies of the light stations 
and the salaries of keepers. He is required to in- 
spect the lights of his district once every three 
months and to report their condtion to the board. 
The army inspector has charge of the real estate, 
buildings- and apparatus and control over the ma- 
chinists, carpenters and laborers employed in con- 
struction and repair work. Keepers and assistant 
keepers of light houses are appointed by the Secre- 
tary of Commerce and Labor and general superin- 
tendence, as above stated, is in control of the light- 
house board. 

163. Coast and Geodetic Survey. — The origin 
of the Survey dates from a recommendation of 
President Jefferson in 1807, its scientific organiza- 
tion from 1832 and its present name from 1878. It 
was transferred from the Treasury to the Com- 
merce and Labor Department in 1903. As at pres- 
ent organized the general management is in the 
hands of a superintendent with numerous assist- 
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ants, and the institution is charged with the survey 
of the coasts of the United States and includes base 
measure, triangulation, topography and hydro- 
graphy, the survey of river-s to the head of tidewater 
or ship navigation, deep-sea soundings, tempera- 
ture and current observations along the coast and 
throughout the Gulf and Japan streams, magnetic 
observations and researches, gravity research, de- 
termination of heights, the determination of geo- 
graphic positions by astronomic observations for 
latitude, longitude and azimuth, and by triangula- 
tion to furnish reference points for state surveys. 
The publications of the Survey comprise annual re- 
ports, charts upon various scales, including sailing 
charts of the coasts and harbors, tide tables issued^ 
annually in advance, sailing directions covering all 
navigable waters, etc. 

164. Public Health and Marine Hospital Ser- 
vice. — The Marine hospital service is a bureau of 
the Treasury Department and is charged with the 
management of marine hospitals and relief stations 
for the cure of sick and disabled seamen of the 
American merchant marine. It also has supervision 
over the national quarantine stations, the investiga- 
tion and suppression of epidemics and plagues, the 
collection and dissemination of mortality statistics 
and sanitary information, the scientific investiga- 
tion of sanitary problems and the examination of 
immigrants. The bureau owes its origin to an act 
of Congress in 1798. In 1870 the service was re- 
organized and placed in charge of a surgeon-gen- 
eral. The marine hospitals are located in all im- 
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portant internal and external ports of the United 
States including the ports of its new insular posses- 
sions. In 1902 the bureau was given the official 
title of Public Health and Marine Hospital Service. 

165. Life-Saving Service. — The life-saving serv- 
ice of the United States was organized in its present 
form under the Department of the Treasury in 1871. 
It is in control of a general superintendent who has 
supervision over the entire service and prepares an 
annual report on all marine disasters in the United 
States including disasters to all American vessels in 
foreign ports. The coast line is divided into dis- 
tricts each under an experienced superintendent 
who selects keepers for all the stations of his dis- 
trict and is responsible to the general superintendent 
for their efficiency. Each station force consists of 
six men besides the keeper. The stations are in 
opration from September to May on the sea and 
Gulf coasts and during the navigation season on the 
great lakes. The purpose of the service is the sav- 
ing, not only of life but also of property. 

166. Revenue Cutter Service. — This service was 
organized by Congress in 1790 and made a part of 
the Treasury Department. Its duties consist in the 
enforcement of nearly every statute relating to na- 
tional maritime interests. Among these duties may 
be mentioned the protection of the customs revenue, 
the enforcement of laws against smuggling and 
those relating to national quarantine, neutrality, 
navigation, steamboat inspection, suppression of 
piracy, robbery and mutiny, protection of seal fish- 
eries, illegal traffic in firearms, and the protection of 
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wrecked property and timber reserves of the United ‘ 
States. Its duties also include the enforcement of 
laws for the suppression of the slave trade and of 
laws which require life-saying appliances to be kept 
on merchant vessels. During dangerous and in- 
clement weather revenue cutters are required to 
cruise along the coasts and render assistance to 
vessels in distress. Besides fixed duties it is re- 
quired to perform from time to time such services 
as aiding the Light House Establishment, the Pub- 
lic Health and Marine Hospital Service, the Coast 
and Geodetic Survey, the Life Saving Service, etc. 
Each vessel is assigned a certain district and these 
districts, being contiguous, cover the entire coast 
of the United States. 

167. Navy Department. — A glance at a list of 
the various bureaus of the Navy Department sug- 
gests many services which this department renders 
the navigation and commercial interests of the coun- 
try. Originally the purposes of naval and merchant 
vessels were united. Early merchant vessels were 
also armed vessels. The navy has relieved the mer- 
chant marine of the burden of defense. In modem 
times a certain equilibrium is desirable between the 
navy on the one hand and the navigation and com- 
mercial interests on the other. The size of the navy 
should be in some proportion to the foreign political 
and commercial interests of a country. It is the best 
guarantee of peace and the only guarantee of pro- 
tection in a country like Great Britain, the United 
States or Germany. The purposes of a navy have 
been eloquently stated in the annual Presidentiai 
17 as 7 



COMMERCIAL POLICIES 


message of 1904 in the following language : “There 
is no more patriotic duty before us as a people than 
to keep the navy adequate to the needs of this coun- 
try’s position. We have undertaken to build the 
Isthmian Canal. We have undertaken to secure for 
ourselves our just share in the trade of the Orient. 
We have undertaken to protect our citizens from 
improper treatment in foreign lands. We continue 
steadily to insist on the application of the Monroe 
Doctrine to the Western Hemisphere. Unless our 
attitude in these and all similar matters is to be a 
mere boastful sham we cannot afford to abandon our 
naval programme. Our voice is now potent for 
peace and is so potent because we are not afraid of 
war. But our protestations in behalf of peace 
would neither receive nor deserve the slightest at- 
tention if we were impotent to make them good.” 
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merce in, 108, 239. 

Constitutional power regard- 
ing treaties, 149. 

Construction premiums, 241. 

Consular, appointments and 
promotions, 185, 186; reg- 
ulations, present, 186; 
Bureau, 179; invoices, 102, 
103, 220; law, present 
American, 182-185; re- 
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and, 11, 73; prohibi- 
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tion, 7s; revenue, 74, 75; 
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Export Statistics of U. S., 
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garian tariff union, 91 ; 
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France, anticipated tariff 
changes in, 91 ; bounties in, 
i33» 135 : Cobden treaty be- 
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colonial preferential policy 
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England and, 146; free 
ports in, 119 : maximum and 
minimum system in, 94-95. 
148; mercantilism in, 32, 
33 ; methods of value esti- 
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treaty with, 170. 
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in, 172. 
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posed American, 121, 122. 
Free importation of foreign 
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general, 139, 140; U. S., 
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trial) ; also see various 
countries. 
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151 ; Revolution, economic 
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GalUnger Commission (see 
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Garner, J. W., on American 
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bounties in, 133-135; free 
ports in, 119; mercantile 
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administration in, 90 ; tar- 
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92. 

Home market argument for 
protection, 51. 

Hong Kong, a free port, 120. 

Hospitality, ancient right of, 
12. 

Household effects, free im- 
portation of, 141. 

Hume, D., 39. 

Huskisson, 41. 

“Identity*' principle in dmw- 
bicki, 131, 139, 


Immigrants, remittances by, 
228. 

Import duties, Ch. V; defi- 
hition and classificatioii of, 

...63, 65-67; present impor- 
tance of, 66, 67. 

Import, favors, Ch. X; pro- 
hibitions, 77, 78; statistics 
of U. S., 220, 221 ; trade 8. 

Imports and exports, invisi- 
ble, 226, 227; visible, 225, 
226. 

Income tax, 127. 

Index numbers as a method 
for statistical comparisons, 
224. 

India, countervailing duties 
in, 137; effect of export 
sugar bounties in, 137; 
right to negotiate commer- 
cial treaties in, 149. 

Indirect trade, 8, 163, 164, 
240. 

Industrial classes on tariff, 
44. 

Industrial protection, 64. 

Industrial Revolution in Eng- 
land, 40. 

Industry, relation to com- 
merce and economics, 5, 6. 

Infant industry argument 
for protection, 50. 

Information, bureaus of, 207. 

Insular affairs, 200. 

Insurance charges in trade 
balances, 226. 

Internal taxation, Ch. X. 

Internal taxes, definition of, 
163, 127, 128; on domestic 
products destined for ex- 
portation, 129, 130. 

Internal taxation on im- 
ported merchandise, taS, 
129. 

Interstate preferential duties, 
107, 108. 

Invmitions, effect of gretl; 
aa* 
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Investments, foreign, in trade 
balances, 227. 

Inirisible exports and im- 
’;^rts, 226, 228. 

Invoices, consular, 102, 103, 
220 . 

Italian city-republics, com- 
mercial treaties of, 146; 
exclusion policy of, 236. 

Italy, commercial treaties 
with, 148; export syndi- 
cates in, 211, 213; free 
ports in, 119; method of 
value estimation in, 220 ; 
reciprocity with, 168; tar- 
iff (general and conven- 
tional) in, 93 ; anticipated 
changes in tariff of, 91. 

Japan, commercial museums 
in, 207; export duties in, 
34; prohibitions in, 8; tar- 
iff, general and convention- 
al in, 93 ; tariff schedule in 
treaty with, 156; treaty of 
1854 with U. S., character 
of, 154 ; treaty of 1858 with 
U. S., revision clause in, 
150; treaty ports of, 124. 

Japanese-German treaty, 
scope of most favored na- 
tion clause in, 172. 

Jefferson, recommendation for 
coast and geodetic survey, 

254. 

Jungfaolz, part of German 
Zollverein, 91. 

La Plata river, navigation of, 
* 57 . 

Laissez-faire (see various 
countries), 38. 

Land trade, 8. 

Leagues, city, character of, 

13, early history of, 17. 

Lkhtenstein, part of Austro- 
Hangarsaa Zdlverein, 81; 
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right to negotiate commer- 
cial treaties, 149. 

Life-Saving Service, 256. 

Light-House Board, 253, 234. 

List, F., 49. 

Liverpool, American chamber 
of commerce at, 21 1. 

Loans, foreign, in trade bal- 
ances, 226. 

Locke, John, 37* 

London as a clearing-house, 
227, 229. 

Lubeck, a free port, 119, 120. 

Luxemburg, part of German 
Zollverein, 91 ; right of, 
to negotiate commercial 
treaties, 149. 

McKinley, elected president, 
54; tariff act, purpose of, 

53. 

Mail premiums, 241. 

Manufactures, Bureau of, 
198-200. 

Manufactures of U. S., Na- 
tional Association of, 210. 

Mare Clausum, 233-235. 

Marine Hospital Service, 
Public Health and, 255, 
256. 

Marvin on Postal Subsidy 
bill, 245. 

Materials of commerce, 6, 7. 

Maximum and minimum tar- 
iff system (see “tariff sys- 
tems”), 148; ditto in 
France, 167. 

Measure basis for statistics, 
219, 221. 

Mercantilism, Ch. XVI; 
bounties under, 132; char- 
acteristics of, 23, 24 ; criti- 
cism of, 27-29; as a do- 
mestic policy, 27, 32; ex- 
port duties under (see 
“balance of trade") ► 73 ! 
first and second phases of, 
24, as; political and eco- 
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nomic revolt against, 37, 
38 ; prohibitions under (Ch. 
II), 77; protection com- 
pared with, 47 ; Smith, view 
of, 39; third phase of, 25‘-“ 
27 ; transit duties under, 76. 

Mercantilist idea of balance 
of trade, 224. 

Mercantile agencies, foreign, 
208, 213. 

Mercantile commissions in 
various countries, 104. 

Merchandise, definition of, 7. 

Merchant marine of U. S., 
245-248 ; economic argu- 
ment for, 247, 248; politi- 
cal argument for, 247, 
248; Gallinger commission 
on, 246. 

Methuen treaty, 146. 

Mexican Free Zone, 123, 124. 

Mexican-American arbitration 
treaty, 157. 

Middle Ages, commercial pol- 
icy of, 13; political con- 
trol of commerce in, 9; 
transit trade in, 76. 

Middle European commercial 
treaties, 148. 

Mill, J. S., 43- 

Mississippi river, treaties re- 
garding, 153, 157. 

Mittleberg, a part of German 
Zollverein, 91. 

Modem conception of com- 
merce, 3, 4. 

Modem period, general char- 
acter of early, 21. 

Monaco, a part of French 
tariff union, 91. 

Montesquieu on influence of 
commerce, 5. 

Monthly Summary of Com- 
merce and Finance, 198, 
221. 

Morality, prohibitions based 
on, 81, 154. 

Moseh^ commission, aos. 


Most favored nation, Ch. 
XII j meaning of, 169; re- 
stricted or American, 170, 
171; scope of, ^>1-173; 
tariff and, 152, 153; treat- 
ies of, 152-154; unre- 
stricted or European, 171. 

Museums (see “Philadelphia 
commercial museum”), 207. 

Napoleonic wars, economic 
effect of, 40, 42. 

National independence argu- 
ment for protection, 50. 

Navigation, annual volume 
on Commerce and, 198, 
221. 

Navigation, acts of England, 
34, 105 ; Bureau of and 
Shipping Commissioners, 
252. 253 : policy of U. S., 
50, 238, 239; politics, Ch. 
XVII (general 233, 234 ; 
mare clausum, 234, 235 ; 
freedom of navigation, 235, 
236 ; navigation laws, 236, 
237 ; English navigation 
policy, 237, 238; naviga- 
tion policy of U. S., 238, 
239 ; character of shipping 
subsidies, 241, 242; early 
American shipping subsidy 
policy, 242-244; postal sub- 
sidy act, 244-246 ; argu- 
ments for and against navi- 
gation laws, 247, 248) ; 
premiums, 241 ; promoting 
institutions, Ch. XVIII 
(general, 251, 252; Bu- 
reau of Navigation and 
Shipping Commissioners, 
252, 253 ; Steamboat Inspec- 
tion Service, 253; Light- 
House Board, 253. 254; 
Coast and Geodetic Sur- 
vey, 254, 255 ; Public, 
Health and Marine Hos-i 
pital Service, 3 SS» 
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Life-Saving Service, 256; 
Revenue Cutter Service, 
256* 257; Navy Depart- 
ment,, 257. 258). 

Navy Department, relation 
to commerce, 252, 253, 
257. 258. 

Navy inspector of light- 
houses, 254. 

Navy supplies in American 
vessels, 246. 

Netherlands (see “Belgium” 
and “Holland”), under 
mercantilism, 30-32. 
Newspapers, etc., free im- 
portation of, 141. 

New Zealand, colonial prefer- 
ential policy of, 109. 
Nicaragua, reciprocity with, 
168. 

Non-intercourse act, effect of, 
on protection, 50. 

North Sea, claims of Eng- 
land to, 234. 

Norway (see Scandinavia), 
export duty in, 75 ; tourist 
expenditure in, 228. 

Norway and Sweden, prefer- 
entid tariff between, 107. 

Official classes on tariff, 43. 
Origin, country of, 221, 222. 

Pacific Mail Steamship Com- 
pany, 243, 244. 
Pan-American Congress, 202. 
Panama Canal, construction 
of, 200; neutralization of, 
157- 

Par, above and below, in ex- 
c^nge, 229. 

Paraguay, export duty in, 74. 
Parana river, navigation of, 
i$7. 

Parit, American chamber of 
commerce in, 211, treaty 
of, 23$. 

pMihre trade, 8. 


Patten, S. 49'. 

Pauper , labor argument for 
protection, 51. 

Pauper labor goods, prohi- 
bition of importation of, 
78. 

Percentages in statistics, 223. 

Persia, ej^ort duty in, 74 ; 
prohibitions in, 78, 81 ; 
tariff administration in, 90. 

Personal effects of returning 
travellers, free re-importa- 
tion of, 138, 139. 

Philadelphia Commercial Mu- 
seum, 202, 208, 209. 

Philippines, civil records of, 
201 ; coasting trade of, 246 ; 
tariff prohibitions in, 82. 

Phoenicians, trade of, 12, 13. 

Physiocratic System, 38; 
A. Smith on, 39. 

Police export duties, 76. 

Political control of com- 
merce, 9. 

Political Science, definition 
of, 8. 

Politics, commercial, 8, 9. 

Poll tax, 127. 

Porto Rico, civil , records of, 
201 ', and U. S., preferen- 
tial tariff between, 107. 

Ports, of entry, 115; of de- 
livery. 1 15. 

Portugal, claims of, to high 
seas, 234; commercial pol- 
icy of, 60 : export duty in, 
74 ; mercantilism in, 29, 30 ; 
Methuen treaty between 
England and, 146 ; reci- 
procity between U. S. and, 
168; Spain and, preferen- 
tial tariff of, 107. 

Postal subsidy act, (see 
“navigation politics" and 
“shilling subsidies"), 244’ 
246. 
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Preamble of cortlmercial 
treaties, 154. 

Preferential duties, colonial, 
108, 109; interstate, 107, 
108. 

Premiums (see “construction 
premiums,” “equipment 
premiums,” “navigation 
premiums,” mail premi- 
ums”). 

Price basis in tariffs, 100, 

lOI. 

Prison labor goods, prohibi- 
tion of, 78. 

Private or quasi-public trade 
promoting institutions, Ch. 
XV. 

Product, definition of, 7. 

Prohibitions, Ch. VI, 77-84; 
administration of, 77, 78; 
in commercial treaties, 1 54 ; 
under mercantilism, 77 ; on 
moral and religious grounds, 
81, 82; protection and re- 
venue, 78, 79 ; on grounds 
of public security, 82-84: 
on sanitary grounds, 79» 
80: transit, import and Ex- 
port, 77, 78. 

Property tax, general, 127. 

Protection, (see various coun- 
tries and various classes, 
academic, agricultural, com- 
mercial, industrial, official), 
Ch. IV ; agricultural and 
industrial, 64 ; causes of 
recent growth of, 48, 49; 
character of, 47, 64 : Cleve- 
land on, 53, 54 ; democratic 
party on, 53, 54; era, Eu- 
ropean treaties of, 147, 
X48; in Europe, 59, 60; 
export duties, 74, 75; in 
France, 56-58 ; in Germany, 
58, 59 ; import duties, 65 ; 
main arguments for, 49-51 ; 
nercantiHsm and. 47 ; pro- 


hibitions, 78," 79 ; in’ U. S., 
51-56. 

Prussia, discriminating navi- 
gation policy of, 237. 
Prussian treaty, duration of, 
150; of 1785, reciprocity 
in, 162. 

Public Health and Marine 
Hospital Service, 255, 256. 
Public navigation promoting 
institutions, Ch. XVIII. 
Public security, prohibitions 
on ground of, 82-84, 155. 
Public trade promoting in- 
stitutions, Ch. XIII-XIV. 

Quesnay, 38. 

Railway rates on imported 
and exported goods, 135. 
Rating, commercial, meaning 
of, 213. 

Raw materials, import duties 
on, 66. 

Reciprocal liberty of com- 
merce, meaning of, 154. 
Reciprocity, Ch. XII (mean- 
ing of, 1 61, 162; first phase 
of American reciprocity, 
162, 220; second phase, 

162, 163, 240; third phase, 

163, 164, 240 ; fourth phase, 

164, 16s; fifth phase, 165, 
166, 240; sixth phase, 166, 
167 : seventh phase, 167, 
168; eighth phase, 168, 
169) ; relation to American 
most favored nation right, 
170; treaties, free list in, 
141 ; treaties of U. S., 
character of, i 53 ’» f*ri^ 
schedules in, 156. 

Reformation, 21. 

Registry of American vessels, 
239, 240, 245. 

Religion, prohibitions based 
on, 81, 82. 

' Renaissance, ai. 
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Republican p#ty on pfotec- 
tion, 55. * 

Restricted (or American) 
most favored nation policy, 
170. 

Retail, definition of, 7> 8. 
Retaliatory duties, no, in. 
Revenue Cutter Service, 256. 
Revenue duties, 64 ; export, 
74, 75 ; import, 65 ; prohi- 
bitions, 7S, 79. 

Revision clause of treaties, 
150. 

Rhine, navigation of, 156. 
Ricardo, D., 43. 

■ Richard II, navigation act of, 

237. 

Rivers and harbors, treaties 
regarding, 156, 157, 235, 
236. 

Roman commercial policy, 
13 ; conception of com- 
merce, 13. 

Rome, commercial treaty of, 
with Carthage, 146. 
Roosevelt, on needs of a 
navy, 258. 

Roumania, tariflF war between 
Austria Hungary and, no. 
Rousseau, 37. 

Russia, commercial attaches 
in, 192 ; commercial policy 
of, 60 ; maximum and 
minimum tarifif in, 94-96, 
148; methods of value es- 
timation in, 220; payment 
of duties in gold in, 104; 
prohibitions in, 81, 82; 
rights of, in Black Sea, 
235 ; tariflF war between 
Ck^any and, no; transit 
duties in, 76. 

Saint John river, navigation 
of, 156. 

Saint Ltilrrence river, navi- 
gitiOB of, 156. 


Salt, drawback on imported, 

132. 

Sample warehouses, export, 
209, 210. 

San Domingo, tariff adminis- 
tration in, 90. 

Sanitation, prohibitions based 
on, 79, 80. 

Scandinavian countries, com- 
mercial policy of, 59. 

Sea (see “freedom of navi- 
gation,” “mare clausum”) ; 
trade, 8. 

Seamen (see “commercial 
legislation”). 

Servia, export duty in, 74; 
general and conventional 
tariff in, 93. 

Shaw, ex-Secretary, on 
“bonded zone for export,” 
121, 122. 

Shanghai, export sample 
warehouse at, 210. 

Ship building material, free 
importation of, 140, 241. 

Shipping Commissioners, Bu- 
reau of Navigation and, 
252, 253. 

Shipping subsidies (see “navi- 
gation politics”), character 
of, 240, 241 ; early Ameri- 
can, 242-244 ; and postal 
subsidy act, 244-246. 

Siam, most favored nation 
treaty between U. S., and, 
* 73 . 

Silver, issue in 1896, 54; 
and gold, in statistics, 219, 
226. 

Singapore, a free port, 120. 

Slave trade, prohibitions 
against, 82. 

Smith, A., 39. 

South Africa, colonial prefer- 
ential policy of, 109; 
port duties in, 7 S> 

Soiitti America, commercial 
treaties between U. S., and. 
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147; export duties m, 74, 
75 ; general and conven- 
tional tariff in, 92 ; im.- 
port duties in, 66; prohi-' 
bitions in, 82. 

Spain, anticipated tariff 
changes in, 91 ; claims of, 
to high seas, 234; colonial 
preferential policy of, 108; 
commercial policy of, 60; 
discriminating duties in 
tariff of, 105 ; export du- 
ties in, 74; maximum and 
minimum system in, 94, 95, 
148 ,* mercantile commission 
in, 104; mercantilism in, 
29, 30 ; and Mississippi 
river, 157; tariff war be- 
tween Germany and, 110. 

Special commerce, meaning 
of, 217. 

Specific duties, advantages 
and disadvantages of, loi, 

102 . 

State, U. S. Department of, 

178, 179. 

Statistical Abstract of U. S., 
298, 22. 

Statistical comparisons, 222- 
224. 

Statistics, Ch. XVI (defini- 
tion of commercial statis- 
tics, 216, 217; classifica- 
tion of commercial statis- 
tics, 217-219 ; general meth- 
ods of obtaining commer- 
cial statistics, 220, 221 ; 
American methods of ob- 
taining, 220, 221 ; difficul- 
ties of statistical compari- 
sons, 221, 222; methods of 
statistical comparisons, 222- 
324) : Bureau of (U. S. 
Department of Agricul- 
ture), 196: Bureau of (U. 
6. Department of Com- 
meree aadl Labor), 197. 198. 


Steamboat Inspection! Serv- 
ice, 253. 

Steamship subsidies (see 
■‘•shipping subsidies”). 

Steelmakers, German, ' boun- 
ties by, 135. 

Student interpreters, 183, 187- 
189. 

Stuttgart, first export sample 
warehouse in, 210. 

Subsidies (see “shipping sub- 
sidies”). 

Sudan, export duty in, 74 ; 
prohibitions in, 81. 

Sugar, bounty question, in- 
ternational, 136, 137; ex- 
port bounty on, 133-135 ; 
most favored nation ex- 
emption of, in treaty be- 
tween France and Austria, 
172; reciprocity in, i66- 
169. 

Sweden (see “Scandinavia”), 
Baltic claims of, 234; ex- 
port duties in, 75 ; most 
favored nation treaty of, 
169. 

Switzerland, commercial pol- 
icy of, 59; export duty in, 
75 ; reciprocity with, 168 ; 
statistical method in, 220 j 
tariff war between France 
and, no; tourist expendi- 
tures in, 228; treaties be- 
tween Germany and, 148. 

Tare, 102. 

Tariff, classification of, 98, 
99; contents of American, 
87, 88; definition of, 64, 
86; enactment and admin- 
istration of, 89, 102-1 04; 
general and conventional 
92, 93 ; general or autono- 
mous, 92; maximum and 
minimum, 94*96 ; revenue 
effect of Ranges of, 9* » 
tariff systems and, Ch. 
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VII; territorial scope of, 

, go, gi ; treaties, 152-154, 
156; trusts and the, 70; 
views on the (see “aca- 
demic classes,” “agricul- 
tural classes,” “commer- 
cial classes,” “industrial 
classes,” “official classes”) ; 
wars, no. 

Taussig, F. W., 167. 

Tax, who pay the? 67, 73. 

Taxation, two-fold system of, 
62, 63. 

Togoland, police export du- 
ties in, 76. 

Tonnage duties (see “ves- 
sels”), reciprocity in, 162, 
165, 166. 

Tools of trade, etc., free im- 
portation of, 141. 

Tourists, remittances to, 228. 

Trade, active, 8; commerce 
vs., 6; commissions, 201, 
202 : direct, 8 : domestic, 8 ; 
export, 8; foreign and in- 
ternal, 8; import, 8; in- 
direct, 8; land, 8; passive, 
8 ; Relations, Bureau of, 
i7g; sea, 8; transit, 8. 

Trade marks, prohibitions of 
infringements on, yg. 

Trade-promoting institutions, 
miscellaneous, 213, 214; 

public, Q;. XIV ; quasi- 
public and |)rivate, Ch. XV. 

Transit duties. 73. 76. 77 * 

Transit prohibitions, .77, 78. 

Transportation charges in 
trade balances, 226. 

Transvaal, transit di;^es in, 

76. 

Travellers, remittances to, 
227, 22{L 

Treasury Department of 
U. S., 194, 251. 

Treaties, eommerdal, red- 
ptodty gad most favored 
aarion claase (Ch. XII); 
Ch. Xr (definitiofis, 14$' 


147; European commercial 
treaties of free trade era, 
147; European commercial 
treaties of protection era, 
147, 148; what states may 
negotiate commercial treat- 
ies, 148, 149 ; who may 
nego^ate commercial treat- 
ies, 149, 150; duration of 
commercial treaties, 150, 
151 ; protocol, 15 1 ; sub- 
ject matter of commercial 
treaties, 15 1, 152; groups 
of commercial treaties, 152- 
154; provisions of commer- 
cial treaties, 154-158) ; ar- 
bitration ciause in treaties, 
157, 158; navigation of 

certain rivers in, 156, 157; 
schedule of duties in, 155, 
156. 

Treaty, commercial, of 1786, 
40; Cobden, 44. 

Treaty ports, 124. 

Trieste, part of Austro-Hun- 
garian Zollverein, gi ; dis- 
criminating duties at, 105; 
a free port, 119. 

Trusts and dumping, 6g, 70; 
and tariff, 70. 

Turkey, export duty in, 74. 

Turkish capitulations, 146 ; 
rights in Black Sea, 235. 

United States (see “Amer- 
ica”) ; Agricultural De- 
partment of, 195-197 : Com- 
merce and Labor Departi 
ment of, 197-200; consti- 
tutional power of, regard- 
ing commerce, 10, 108, 239 ; 
id regarding treaties, 149} 
discriminating tonnage du- 
ties in tariff of, 106; draw- 
back system in, 131, 132; 
empty packiHEes impofted 
into, 137; exhibition art- 
tides imported into, il7> 
138; export bonntiea kh 
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J33 i exports declared for, 
320 ; foreign investments 
in, 327; free trade in, 41, 
42 ; imports, receipts from, 
in, 67 ; internal taxes on 
domestic products from, 
130; merchant marine of, 
245-248; and Mexico, ar- 
bitration treaty between, 
\ 57 , 158; most favored na- 
tion treaty between France 
and, 170; most favored na- 
tion interpretation of, re- 
lation to reciprocity, 170; 
navigable rivers, rights of, 
156-159, 236; navigation 
policy of, 238, 239; pay- 
ment of duties in, 104-106; 
preferential duties be- 
tween Porto Rico and, 107 ; 
history of protection in, 
41-SS ; protection prohibi- 
tions in, 78; prohibitions 
in, 81 ; reciprocity in, 162- 
169; revision clause in 
treaty between Japan and, 
150; shipping subsidies, 
early, of, 242-244 ; State 
Department of, 178, 179; 
Statistical Abstract of, 198, 
221 ; tariff administration 
and enactment in, 89, 90* 
1 02- 1 04, Ch. IX; tariff 
systems of, 92; territorial 
scope of, tariff in, 90, 91 ; 
travellers effects in tariff 
of, 138, 139; treaties, com- 
mercial, of, 147; Treasury 
Department of, 194, i95; 
War Department of, 200, 
201. 

United Kingdom (see “Eng- 
land”). administration of 
prohibitions in, 78. 

Unrestricted (or European) 
most favored nation clause, 

r 

Uruguay nver, navigation of 
157 . 


Utility, ' meaning and kinds 
of, S. 

Value, basis in tariff (sec 

■ “ad valorem duties'*), 100, 
219, 220, 221 ; declaration, 
method of, 219, 220; esti- 
mation, 219, 220. 

Venice, authority of, over 
Adriatic, 234. 

Vessels (see “navigation pro- 
moting institutions”), army 
and navy supplies in, 246; 
discriminating duties on, 
and cargoes, 105, 106, 163; 
free importation of ma- 
terials for, 140 ; registry of 
American, 239, 240, 252. 

Vested interest argument, for 
protection, 51, 

Visible exports and imports, 
225, 226. 

War, effect of, on protection, 
48, 49; Civil, effect of, on 
protection, 52; of 1812, ef- 
fect of, on protection, 50; 
U. S. Department of, 200, 
201. 

Ware or wares, definition 
of, 7. 

Warehouses (see “bonded 
warehouses”), export sam- 
ple, 209, 210. 

Washington treaty, arbitra- 
tion clause in the, 157. 

Wealth, meaning of, S* 

Wealth of Nations, 39. 

Wearing apparel, free impor- 
tation of, 14^. 

Weight basis of statistics 
(see “specific duties”), 219, 

West Indies, discriminating 
duties with, 163; abolition 
of discriminating duties, 
with, 163, 164; export du- 
ties in, 74. 75 ^ export su- 
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g&r bounties in, effect of^ 
137; pirohibitions in, 82; 
reciprocity with, 168. 

Wheat, export bounty on 
British, 133. 

Wholesale, definition of, 8. 

Wholesale price, value basis 
on, 221. 

Wilson, William, 208. 


Wilson-Gorham bill, 54. 

World commerce, 8. 

Zollverein, German character 
of, 107, 108; formation of, 
43; F. List vs., 50; most 
favored nation treaty be- 
tween England and, 172; 
id, Belgium, 171. 
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